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South East Asia 


"FR Communists have taken Shanghai, and few now believe that the 
rest of Nationalist China can maintaip effective resistance for 
long. The western Powers have to recognise that by a cataclysmic 
crumbling of the earth’s political surface, comparable to the collapse 
of Czarism after the first world war, a nation vaster than Russia has 
entered the Communist orbit. It is true that, given the size and the 
disunity of the country, it may be some time before a full apparatus of 
control can be established and the implications of Communist rule in 
China begin to be felt in the arena of international politics. But 
the chances seem uncomfortably great that the impetus which has 
brought the conquering armies from Manchuria to Shanghai, and may 
shortly carry them to Canton, is not likely to spend itself completely 
by the time it reaches China’s southern boundaries. The effects of the 
Communist victory on the peoples of South East Asia are likely to be 
immediate, widespread and profoundly disruptive. 

Indo-China, Siam, Burma, Malaya and Indonesia—these are the 
links in the chain which runs from China to the frontiers of India and 
to the coasts of the Indian Ocean. The security of the three new 
Dominions in the Indian Ocean and, at another remove, of Australia 
and New Zealand, depends upon halting the advance of Communism 
before it swallows up the land bridge between China and the Indian 
Ocean. This is the immediate challenge presented by the Communist 
victories and it is a formidable one. The whole area is already in 
turmoil. The desire of the Asian peoples for national independence 
and for economic advance is at the root of the disturbances 
which have produced civil war in Indo-China, Indonesia and Burma, 
rebellion in Malaya and instability in Siam. Both hopes have 
been exploited eagerly by the Communists, and the establishment of 
a great Chinese Communist state on the northern frontiers of the region 
will give the local Communists in South East Asia the reinforcement 
not only of prestige but of arms and volunteers by infiltration—even 
if no direct military aid is attempted. The western Powers have there- 
fore to face the prospect of holding an already endangered line against 
the double assault of ideas and weapons. They have on the one hand to 
prevent Communism from securing the monopoly of all local aspirations 
to national advance and economic progress, and, on the other, to provide 
an effective framework of military defence. 

Can it be done ? The events of the last three years—particularly in 
Burma, Indo-China and Indonesia—have bred considerable defeatism 
and encouraged the belief that the western Powers are struggling to 
stem a tide that has turned inexorably against them. It is certainly 
true that, if a profit and loss account is made, the entries on the debit 
side of the ledger are formidable indeed. Viet Nam, the nationalist 
movement in Indo-China, is almost wholly led by Communists. Com- 
munist armies—true, of rival brands—are among the disputants reducing 
Burma to anarchy. Chinese Communists run the Malayan anti-British 
army. Throughout South East Asia the large Chinese communities 
must be expected, in some degree at least, to take their orders in future 
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from Communist China as they have done in the past from the 
Kuomintang. The scale of the potential fifth column is thus 
immense. And more serious than the scale of Communist 
infiltration so far is the fact that two of the old colonial Powers, 
France and Holland, have still found no modus vivendi with 
local nationalism, even where it is not Communist. 


These facts are well known and are enough to account for 
the prevailing pessimism. But they are not all the facts. In 
the three areas in which the situation has seemed most bleak— 
Burma, Indo-China and Indonesia—new initiatives have been 
made recently which may yet strengthen local non-Communist 
nationalism and lead to the creation of Asiatic governments with 
which the western Powers can work. In Indo-China, a new 
and able French High Commissioner, M. Pignon, is working 
with the non-Communist nationalists in Annam in an attempt 
to build a regime under the ex-emperor Bao-Dai. It is perhaps 
unlikely that the movement will succeed in the north, where 
Viet Nam is strongly entrenched, but if central and southern 
Indo-China can be reorganised under moderate nationalist 
leadership, Communism can be checked. Similarly in Indo- 
nesia, the return of the Republicans to Jogjakarta may at last 
be the prelude to setting up an effective United States of Indo- 
nesia, also under moderate nationalist leadership. In Burma, 
Thakin Nu has come to an agreement with Britain, India, 
Pakistan and Ceylon whereby they will supply financial and 
military assistance to restore his government’s authority. 


This last initiative has 
more than purely Burmese 
significance. It is typical of 
a general change in the rela- 
tions between at least one 
western Power, Great Britain, 
and its former Asiatic de- 
pendencies. The act of faith 
made in transferring 
sovereignty to India, Paki- 
stan and Ceylon is beginning 
to bear fruit. India’s decision 
to remain within the Com- 
monwealth and its willing- 
ness to take joint action with 
Britain over the tragedy in 
Burma represent the begin- 
nings of a partnership of 
possibly incalculable im- 
portance for Asia. It is 
a hint, a hope—still per- 
haps no more—that eastern 
and western nationalism can co-operate on an equal 
basis and that, as a result, eastern nationalism will not be 
compelled to take the Communist path to “ independence.” 
In the long run, South East Asia cannot be saved from Com- 
munism if all its inhabitants obstinately want it. British policy 
in the last three years is more responsible than any other 
factor for the possibility that they will want something else. 

Nationalism is not, however, the only issue, and on the ques- 
tion of economic assistance there are once again losses as well 
as profits in the balance sheet. It is true that neither Russia nor 
China is in a position to give South East Asia the capital, 
the industrial and agricultural techniques and the experience it 
urgently needs. But it is also true that there is only one im- 
portant source of fresh capital in the west, and for the time being 
the United States is not inclined to take much interest in South 
East Asia. American fingers were badly burned in Nationalist 
China. Above all, the old unreasoning dislike of anything that 
looks. like “ colonialism ” persists, and the radical changes made 
by Britain have hardly impinged on either popular or Con- 
gressional ways of thinkiny. 
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Yet this reluctance can perhaps be coaxed away provided the 
British—together with the other members of the Common. 
wealth—show that they are ready to give the economic 
development of South East Asia a claim upon their own te. 
sources of much higher priority than it enjoys today. As a source 
of vital raw materials, as a dollar-earning pivot in multilateral 
trade, it is an area of great economic possibilities—provided the 
political situation can be held, and one of the ways of holding jt 
lies in undertaking an ambitious and well publicised economic 
programme in areas where there is, even now, sufficient stability 
to make development possible. Malaya and Siam are two such 
areas and might be made models of what better roads and rail- 
ways, improved harbours, more modern agricultural equipment 
and new developments in industry can do to raise living 
standards and productivity. Although many of these projects 
take time, some—for instance, better roads—can affect the 
marketing of foodstuffs within a year or so. In any case, it js 
vital to make a well publicised start. At a time when Washington 


and Lake Success are discussing the best use to be made of the © 
economic and technical assistance offered in President Truman’s © 
Fourth Point, a programme of development for selected areas 


in South East Asia—particularly if it were sponsored by the 


new Asiatic as well as the old European Dominions—might 


prove the minnow to catch the whale of American investment. 
Projects of economic development will, of course, be useless 


is perhaps the most urgent of all requirements. But it is at least 
as important to remember that military plans will be futile 
unless they are accompanied by economic and social plans. 

. 


feeling that nothing can be done about it. The sensational 


collapse of Nationalist China has overlaid other more hopeful © 
developments, above all, the almost equally sensational readiness © 
of India to co-operate with the west. The first need is therefore 7 
to put an end to all talk of “cutting losses” and “ orderly TY gioucness. 
withdrawal” and “ straightening the line.” It is useless to © 
expect Asiatic peoples to wish for continued co-operation with | 
western Powers if they seem to be contemplating a policy of 7 wong with 
scuttle. Malaya has proved that a whole population can be (4 fay hich 


solidly against Communist infiltration and that stern measures | jy industry. 


can check it—the disorders have diminished by two-thirds in 
recent months. The analogy holds good for a wider area and 
Britain’s first task, in co-operation with the Dominions, is to 
make clear its intention to hold the line against further Com- 
munist advance—if necessary, as in Malaya, answering force 


with force. Whether this determination should take the shape 7 


of a formal Pacific Pact is a matter to be decided in consultation 
with the Pacific Daminions and with India, Pakistan and Ceylon. 


The inclusion of France and Holland must also wait on the | 


settlement of the internal problems in Indo-China and Indonesia. 


But the Commonwealth is in itself a nucleus for defence, pr0- | 


vided the objective of holding South East Asia is accepted. 
It need hardly be added that the reinforcement of the pro- 
posed defence group by American military and economic aid 


would strengthen it and consolidate it as nothing else can do. | 


But it is useless to wait for the Americans. At present they 
do not, in Mr Acheson’s words, consider that the pre-conditions 
of a Pacific Pact exist. There is no local organisation of defence 
as there was in western Europe. But if the Commonwealth 
takes the lead in creating such an organisation, American part- 
cipation later is at least a possibility. The important thing 1s 10 
start. South East Asia has reached a stage somewhat comparable 
to that of Europe in 1947. The chances of its i 

survival are small, if the situation is allowed to drift. But the 
remedy still lies with the western Powers provided they have the 
courage and imagination to také the initiative in their own hands. 
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Cripps and Costs 


speech that the Chancellor of the Exchequer made on 

ae second reading of the Finance Bill on Wednesday of 
yst week (on which brief comment was made in The Economist 
ist week) has attracted much more than the usual amount of 
giention, NOL merely because it seemed so out of character with 
fir Stafford Cripps’s other recent speeches but also because of 
je unique position he occupies in party politics as the election 
s. His Budget was unpopular in his own party ; but 

dere is good reason to believe that it, or at least the general 
gitude of realism it exemplified, was electorally valuable to 
te Labour Party. Sir Stafford, in fact, has made himself by 
rand away the Labour Party’s best attraction for the voter 
yo is not committed to either party, and who decides all elec- 
ions, Back-bench Socialists have difficulty in seeing that, if 
FT ie Government wishes to be re-elected, it need not bother its 
iad about pleasing the devoted members of the Labour Party 
bot that it must do its very best to please those who are not 
pembers of the party. But Ministers, one would have thought, 
gw the point clearly, and realised not only how valuable Sir 
Safford was to the party, but why. It is just because he does 
wt usually talk party claptrap himself, and is so candid in 
rbuking it in others, that he carries conviction to the impartial 
wer, It is much more important to the party that he should 
lerespected outside it than that he should be popular among 
isrank and file. So much seemed to be the obvious logic of 
grty politics. And yet here was Sir Stafford Hyde rebelling 


' : winst Sir Stafford Jekyll and treating the House of Commons 
5 far © 


a pretty a display of party nonsense as could be expected 
fom arry of his wilder colleagues. Here was not the sober 
alist, but the man who could reply to statements of the 
miety that is widely felt about the economic future of the 
4 country that “all these things are purely figments of the imagi- 
4 tation of the Opposition.” Here was not the judicious Chan- 
tilor, but the politician who could argue, apparently in all 
etiousness, that there was no need to worry when nationalised 
7 industry ran at a loss. Here was not the lucid economic analyst 

but the rabble-rouser who could suggest that the only thing 

wong with the present level of British prices was the “ fright- 

fully high,” the “enormous,” profits that are being earned 
j 0 industry. 

The explanation of the paradox is partly to be found in the 
lt that Sir Stafford, more than any other politician of the front 
nok in any party, is two persons in one. He has been described 
8a swift and efficient tram-car—with controls at both ends, 
wd what issues from him depends on which set of controls 
Sin use. Fully briefed—even when he himself alone has 
mepared the brief—he will face facts with great realism and 


courage. But there is evidence that his speech of last week was 
unprepared, and when he follows his unconsidered instincts he 
is a very different man. Ten years ago he was so far on the left 
wing of the Labour Party that he was expelled from it ; yet this 
year his Budget put him on the extreme right wing. In fact, 
he can move from Left to Right not only in ten years but in 
ten minutes. Perhaps last week’s speech should be taken as a 
warning to the independent voter that if he puts his trust in 
Sir Stafford to secure the moderation of the Labour Party he 
is putting his trust in mercury. 
. 

The warning is the clearer because the subject to which Sir 
Stafford was, in the main, addressing himself is the most im- 
portant economic subject of the present time, the level of 
British costs and prices. For ten yeats now costs and moriey 
values have not greatly mattered. But it is becoming clearer 
every day that the fat years are over and that the lean years are 
coming when costs and prices will matter very much. Where 
Costs impinge most urgently on public policy is in exports, and 
particularly in exports to the dollar area. The dollar prices at 
which British goods are quoted could be lowered by an alteration 
in the exchange value of the pound sterling. But it would 
be very rash to draw much comfort from that prospect, for 
unless the causes that lead to high costs of production in Britain 
are removed, any relief that could be secured by devaluation 
would be purely temporary. Nor, of course, would any such 
exchange adjustment help British exports in competition with 
the goods of other non-dollar countries. 

It would be a mistake, however, to think that it is only in the 
export trade that British costs and prices are too high, British 
industry is in danger of pricing itself out of its own market as 
well as other people’s. In the mass markets of today, success 
depends upon the same sort of people who make the goods 
being able to buy them. But there is a wide range of British 
industries where that is no longer possible. Before the war, 
the ownership of motor vehicles had extended a long way down 
the social scale ; at present prices, motor vehicles would be a 
luxury for the few even if they were freely available. The 
costs of building have risen so high that before the ordinary 
family can live in a new house it needs a subsidy equal to 
roughly half the cost. The fantastic effects of wage regulation 
on the hotel industry, combined with the high cost of building, 
mean that it is utterly impossible to build even the simplest 
type of hotel and run it at prices that ordinary people can pay. 
Costs in the textile industry have risen so much that a whole 
generation’s achievements in providing good, cheap clothing 
for the ordinary people are endangered. The high and rising 
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‘cost of transport is one of the chief factors in the high and rising 


cost of living. These, and many other examples that could be 
quoted, show that it is not only export trade that will slump 
if nothing is done about costs of production. 

The beginning of wisdom in this matter is to recognise that 
high costs of production cannot be blamed on this or that piece of 
folly committed by this or that section of the community. Britain 
is a high-cost producer because virtually all sections of opinion 
—certainly Capital, Labour and the Government—have not for 
many long years paid any attention to reducing costs of produc- 
tion. Everybody has acted as if costs did not matter, with the 
result that they have come to matter very much indeed. The 
real wickedness of Sir Stafford Cripps’s speech of last week was 
not that he was wrong in saying that profit margins are too high 
but that he so clearly invited his party to go on believing (as it 
finds it al] too easy to do) that profits are the only thing that is 
wrong with British costs. Not only is this incorrect ; it is highly 
dangerous in a social sense. For it deliberately intensifies the 
party struggle, and the class struggle, in a field where 
the national interest can only be served by a consistent and 
united effort of all the factors of production. 

~ 


Sir Stafford is entirely right in saying that many profit 
margins today are too large. They always ave in a period of 
inflation. But there are three very good reasons why economic 
policy-makers shenld not regard profits as their main worry. 
The first is that, even at their present inflated level, profits 
are one of the smaller elements in total costs. In 1948 the 
“trading profits of companies” were less than the total of 
salaries and barely two-fifths of the total of wages. The second is 
that profits are a source both of tax revenue and of savings so 
fruitful that Sir Stafford Cripps’s economic policy would be in 
Queer Street without them. Of the trading profits and other 
income of companies in 1948, well over half went in taxation 
and a further 28 per cent was saved. And the third reason is 
that, even in these days of price-fixing, the great bulk of profits 
are the consequence, and not the cause, of what happens 
elsewhere in the economy. Unlike all other constituents of 
cost, they can be relied upon to shrink rapidly and automatically 
when they can no longer be earned. 

Sir Stafford would have done the country a better service 


The Issue 


A T the end of April, the ad hoc Political Committee of the 

United Nations General Assembly adopted by 34 votes to 
6 2 resolution condemning the Hungarian and Bulgarian govern- 
ments for their conduct of the trials earlier in the year of 
Cardinal Mindszenty and the Bulgarian pastors. The debate 
which preceded the vote showed the anxiety felt in the western 
world at the steady encroachment of tyranny upon all political 
and social and religious rights in eastern Europe. Nor was this 
debate the only evidence of concern. A month before Britain 
had sent official Notes -to Hungary, Rumania and Bulgaria, 
protesting against the systematic denial of all rights and 
freedoms to the peoples of the three countries. The Notes 
referred only to the ex-enemy countries since it is their violation 
of the guarantees included in the peace treaties that gave Britain 
the opening for intervention. But the conditions at which the 
British Government protested in March and which have again 
been the subject of criticism at the United Nations exist in 
varying degrees wherever “ people’s democracies ” have been 
set up. 

The issue is essentially one of power. The Communists 
cannet admit any rival centre of authority. No competing 
allegiance must obstruct the citizen’s absorption into the 
collective totality. The British Notes spoke of the attack 
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last week if he had continued his past efforts to persuade the 
Labour Party to take notice of the beam in its own eye. Labour 


costs are by a wide margin the largest element in total costs of : 


production, and though it may still be reasonable to say that 
wages need not come down, it is absolutely essential that labour 
costs should come down if the British economy is not to strangle 
itself in its own costs of production. The only way in which 
costs can be cut without cutting wages is by increased pro- 
ductivity. This is now a stale commonplace in this country— 


but it is still not understood. “ High productivity” js gj | 


far too often used in the naive physical sense of maximum 
quantity at any cost, and far too rarely in the economic sense 
of a high return to all productive resources. Socialists, with 
their moral abhorrence of the price system, will accept the need 
for high productivity when it means excess production at 
overtime rates of pay, but not when it means the use of labour, 
enterprise, equipment and raw materials where, and as, they 
will count for most. 


It is an instructive sidelight on present economic attitudes 


that while the expression “ high productivity ” has acquired, 
even on the lips of trade unionists, the haloed sanctity of a fairy- 


godmother-word, its economic equivalent “ low-cost produc- | 
tion” retains a faintly brimstone flavour, a suggestion of illicit | 
corner-cutting and general sharp practice. It is something, it is | 
even a great deal, that a substantial part of the Labour move- | 


ment should realise that productivity and standards of living are 


connected at all; that the soak-the-rich recipe for universal 7 


prosperity should be at least partly discredited. But the next 
step, the step from the physical to the economic notion of pro- 


ductivity, from production-at-any-cost to the low-cost economy, © 


looks like being a difficult and distasteful gymnastic feat. If it 
is to be performed at all it can only be by coaxing both capital 
and labour out of their depression-ridden restrictive-minded- 
ness and by persuading them both equally that their own real 
long-term interest lies in giving value for money. It can cer- 
tainly never be done by speeches such as that of last Wednesday 
which, by thrusting on to capitalist greed the whole responsi- 
bility for high prices, invites the retort that, on the contrary, 
they are due only to the laziness of labour, and ends by 
further dividing a nation that can recover its prosperity only if 
all its members pull together. 
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upon civil, legal and religious rights, but the political issue § 


is virtually settled. All rival political organisations have 
been absorbed in the various “ Fronts” and where pale shadows 
of former parties linger on—as in Czechoslovakia or Poland— 
their leadership has been completely purged. The strongest 


iford the | 
tot want tl 
it Cardina 
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struggles now turn on the only institution still capable of § 


engaging men’s deeper loyalties and of offering—by its mere 
existence—a mortal challenge to Communist power. 


In the last six months the attack upon Christianity has been | 


intensified throughout eastern Europe. The Catholic Church 
has inevitably been the target of the most strenuous opposition 
since it is the church of the majority of Poland, Hungary and 
Czechoslovakia and has the allegiance of minorities in Soviet 
Germany, Rumania and even Bulgaria. But Protestant sects 
have recently fared little better. The imprisonment of the 
Protestant Bishop Ordass accompanied the trial of Cardinal 
Mindszenty in Hungary and a week afterwards, fifteen Protestant 
pastors in Bulgaria were exposed to the farce of a “ trial 

before a People’s Court. Only one religious communion bas 
escaped attack—the Orthodox Church—and the reason 
significant. By tradition the Orthodox Churches are nation 

churches to the fullest degree and have tended to share with 
Russian Orthodoxy the character of great subservience 10 the 
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Since the Communists revived the Orthodox Synod 

F Moscow in 1943, they have attempted—with some success— 

: a a small disciplined Orthodox Church in Russia 

gd 0 give “ most-favoured-Church ” treatment to the auto- 

Orthodox Churches in the Balkans. For instance, in 

ia, a million Uniate Catholics—Catholics in communion 

gih Rome but practising the Orthodox rite—have been driven 

gio the Russian Orthodox Church by every sort of pressure, 

icuding the transfer of their property and the imprisonment 
their bishops and most of their priests. 

The favoured treatment accorded the Orthodox Churches is 

ma peculiar quirk of Soviet policy. It fits into the general 

of their attack upon religion in eastern Europe. In 

fe long run, the Communists believe they have nothing to 

jar from the competing allegiances of religious faith. They 

ylieve that the Marxist version of scientific rationalism will 

spel all “ medieval superstitions” and that the good life on 


7 anh in the Communist community will banish man’s “ immor- 
1 ullongings.” The only important strategic position to seize— 
7 inthis longer perspective—is therefore the school. In the last 


fur years, the schools have been nationalised in Slovakia, 


Fy asen Germany, Bulgaria, Rumania, and last summer—in 
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the teeth of Cardinal Mindszenty’s violent protests—in Hungary. 
Today, the church schools in Bohemia and Moravia are in 
danger, and although religion is still taught in the public schools 
Poland, the teaching of Communist orthodoxy in all save the 
ligious periods encroaches steadily on the old pattern of 
education. Since all Catholic or Protestant youth movements 


©] we been absorbed by the state, and the censorship of books 
ro 
my, © 


md of papers is either complete or growing more severe, the 
(ommunists feel that the future is theirs. They see their chief 


 } iffculties in the attitude of the religious bodies here and now, 
pital © 
led- | 


the time that must elapse before they will vanish through 
the disaffection of the young. 
x 


To meet these difficulties, the ideal solution for the Com- 
munists would clearly be that the various churches should 
quietly agree to conform to the pattern of the old Orthodox 
Church at its most subservient. In other words, they should 
xcept without fuss the status of departments of state. The 
(ommunists do not wish to precipitate an open war against 
the churches. It is not simply a question of their faith in a 
Communist future and their belief that time is on their side. 
They are in every country a small minority working to erase 


_] Most of the familiar political and social landmarks and produce 


|? “new order” in the smallest space of time. They cannot 


} “ford the luxury of avoidable opposition. They therefore do 


tot want the agonies and splendours of martyrdom. The case 


| ¢ Cardinal Mindszenty proved embarrassing at home and 


toad. What the Communists long for is a church that will 


] kp quiet and support the regime, a church as well under 
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‘trol as was Russian Orthodoxy under Pobiedonostzev, and 
motder to bring about such a state of affairs they are attempting 
to legislate the desired pattern into existence. The law “ to 
furantee freedom of conscience and religion” published in 
at the end of February is a significant document. It gives 
‘picture of the Communist view of the place of church in 
weiety (until, like the state, it presumably withers away) and 
{may well be that the Bulgarian law is intended as an example 
lor general use in eastern Europe. The status of the church 
Sat present under discussion in Hungary, Czechoslovakia and 
The Bulgarian law provides the probable pattern. 
aim of the law is briefly to hand over the governance 
church to the state—through “a governing board 
ponsible to the state ’—and to ensure the complete allegiance 
Pastors and priests (Article 9); to give the state power to 
Fmove all ministers who “ work against the democratic regula- 
tons of the state” (Article 1 3) ; to stop all church appeals and 
esses contrary to state regulations (Article 16) ; to forbid 
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the mention of all state authorities or leaders in church services 
except in forms permitted by the Minister for Religion (Article 
19); to transfer all hospitals, welfare centres, kindergartens 
or other charitable properties to the state (Article 22) ; to forbid 
all communications with lay or religious officials and institu- 
tions outside the country except by permission of the Minister 
(Article 24); to prevent any religious body with its centre 
outside the country from maintaining missions or churches in 
the country (Article 25) ; to impose penal servitude on all who 
use churches for political propaganda (Article 30); and to 
submit all church statutes and regulations to the Minister 
(Article 32). 

Even this brief outline of the new regulations is sufficient 
to show that no religious communion could subscribe to them 
and yet maintain itself as an independent centre of authority 
and loyalty. The Catholic Church in particular, which has 
always sought to’ avoid the identification of religion and 
nationalism common to Orthodoxy, could not under any circum- 
stances accept a position which destroyed its international 
status. It follows therefore that the two desires in Communist 
policy—on the one hand to avoid trouble and on the other to 
make religion the harmless handmaid of the state—are funda- 
mentally incompatible and that the clash between Communism 
and religion, which has grown in intensity in the last year, is 
unavoidable unless Communism gives up its total claim or. the 
churches consent to become departments of state. Neither is 
possible, so the struggle is engaged. 

In this fighting phase, Communist policy conforms to a 
general pattern throughout eastern Europe. Its aim is to 
smother the religious issue under political, economic and social 
charges and to arraign Christians who will not submit as 
“enemies of the state,’ “ reactionaries,” and “lackeys of 
capitalist imperialism.” The trials of Cardinal Mindszenty and 
of the Bulgarian pastors were the most complete examples of 
this technique, the Cardinal being accused of opposition to the 
land reform, currency frauds and traitorous contacts with the 
Americans, the Bulgarian pastors of espionage for the “ im- 
perialists ” and of plotting against the security of the state. 
But the pattern of persecution is spreading even to countries 
such as Czechoslovakia and Poland, where hitherto the Com- 
munists have moved with greater circumspection. In Czecho- 
slovakia, the negotiations between the hierarchy and the govern- 
ment to regularise the position of the Roman Catholic Church 
have been in abeyance for some weeks and a number of priests 
have been arrested. In Poland, a violent attack on the church 
was published by the Minister of Public Administration in 
March accusing the Catholics of allowing “ criminals from the 
underground” to permeate religious societies, of stirring up 
youth against the state and establishing contact with “ Anglo- 
American agents.” Since that time, the Government has 
organised “spontaneous” public meetings of protest against 
the church, arrested priests and used every possible opportunity 
for denouncing the “ disloyalty ” of the hierarchy. The vigour 
with which the Archbishop, Mgr. Wyszynski, has publicly 
refuted the charges has led many to fear that he may be exposed 
to Cardinal Mindszenty’s fate. : 

i 


The use of political accusations to undermine and destroy a 
religious institution is not new in history. The Communists 
are following well-established precedents, for men of incon- 
venient religion have since Roman times been attacked on politi- 
cal as much as on religious grounds and Christians have on 
occasion martyred each other for the same “ reasons of state.” 
Political charges are, moreover, inevitable once the state—be 
it Communist or indeed Nazi—claims total authority and alle- 
giance. If every form of opposition is treason, those who oppose 
the regime on whatever grounds—be they entirely religious or 
purely ethical—will find that they have committed a political 
offence. This is perhaps of all issues at stake in Europe’s 
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contemporary religious persecutions the one which it is most 
important for western opinion to grasp. The western powers 
can do little to check the present development of the struggle. 
Neither Assembly debates nor diplomatic Notes will change 
the balance of forces. But the western world can at least see 
the fundamental issues for what they are. It is tempting, par- 
ticularly to liberal and left-wing opinion, to dismiss the 
churches’ struggle on the grounds that their view of life is 
outmoded and that in many cases they are clinging to old 
institutions and old privileges which any progressive state—in 
the east or the west—would sweep away. The Communists 
know the force of these ideas in the western mind and purposely 
underline the “ reactionary” character of the leaders they are 
secking to destroy. But the point to realise is that, even if 


NOTES OF 


Vyshinsky Puts the Clock Back 


The conference of the Foreign Ministers is only a few days 
old and it is too soon to assess either its chances of success or 
the reefs upon which it is most likely to come to grief. At 
least the mood is better. Mr Vyshinsky has not treated his 
calleagues to the usual dose of polemics. It is also clear that, 
so far, the delegates are talking to each other and not to an 
inflamed German public opinion. Best of all, there was no 
difficulty in fixing an agenda. Many conferences in the past 
have spent more time on the order of the agenda than upon 
the negotiations themselves. This time all was fixed in a couple 
of hours and the Foreign Ministers are to discuss first German 
unity in all its implications—political and economic—and from the 
point of view of four-power control. Then they will move on 
to unity in Berlin, a peace treaty for Germany and a treaty for 
Austria, in that order. 

But if the preliminaries looked more propitious, the first day 
of actual negotiation brought discouraging proof of the extent 
to which Russian diplomacy now appears isolated from develop- 
ments to the west of the Iron Curtain. Mr Vyshinsky’s first 
proposals simply transported the whole German situation back 
to the point at which four-power negotiations broke down in 
the spring of 1947. His suggestion that a full four-power control 
should be re-established, with complete powers to determine 
German economic and political policy, may represent what is 
still possible in the eastern zone ; but in the west, the last two 
years have produced revolutionary changes which cannot be 
undone. The western Germans have acquired wide measures 
of political and economic autonomy. They would not consent 
now to give them up to return to the highly dubious blessings 
of Potsdam rule. 

Nor is this the only difficulty in the Russian attempt to “ put 
back the clock.” Te return to 1947 instantly revives the question 
of reparations. The Russians have not abandoned their claim 
to $10 billion from current production. To this claim Mr 
Acheson made the earlier western reply that Germany cannot 
pay reparations so long as it still requires—as it does—large 
subsidies from the west to survive at all. Thus the old deadlock 
which first created the split between east and west as far back 
as 1946 reappeared at the present conference in the very first 
round. 

Mr Vyshinsky, however, has probably not spoken Russia’s 
last word. There was a hint of another line of approach in his 
proposal that an economic council for the whole of the Reich 
should be formed from the German economic commissions in the 
Soviet and western zones. The western powers have, however, 
made it clear that economic unity is hardly conceivable without 
political unity, and here the eastern and western views are still 
immeasurably far apart. 


* * * 


Soviet Proposals for Greece 


On the eve of the Foreign Ministers’ conference, the Russians 
resorted to one of their usual techniques and employed Tass, 
the Soviet News Agency, for the offer of apparently serious pro- 
posals for settling the civil war in Greece. The Tass message 
claimed that talks between Russia, Britain and the United States 
had already taken place in New York and that, on the basis of 
these exchanges, the Soviet Government was ready to discuss a 
peace settlement on the following terms: a three-power appeal 
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Christianity went along with Communism as completely and 
slavishly as did, say, the Hungarian or Polish Socialists, jt 
would be attacked just as they were. The issue, it cannot be 
repeated too often, is that of power and of the Communists 
refusal to share it with any other group. The western world 
has developed its tradition of liberty by evolving and main. 
taining the practice of the separation of powers. Freedom 
has grown up between the divergent loyalties—to state, to 
church, to profession, to locality—which have flourished jn 
the western tradition. Communism seeks to concentrate all 
authority and all loyalty on the single centre—the Party state— 
and in eastern Europe today its last and greatest adversaries 
are the Christian churches. The issue therefore is not sim 

one of sect or denomination. It is the issue of liberty itself. 


THE WEEK 


to end hostilities, a general amnesty, free elections under three- 
power conirol with Communist representatives included mean- 
while in a caretaker government, a three-power commission to 
control Greece’s northern frontiers and, finally, withdrawal of 
foreign soldiers and military missions. 


The Greek war involves the people of Greece in such suffering i 


and privation that no reasonable chance of bringing it to an 
end can be carelessly set aside. The question is therefore whether 
the Russian offer is sincere and should be treated as such. 


rebels with the project for a greater Macedonia at Greece’s 
expense has weakened the political influence of the rebels to a 
point at which the Russians are anxious to cut their losses, But 
if this is the case, why has the Soviet Government so long ignored 
the existing machinery for settling the Greek war by negotiation ? 
During the whole life of the present Assembly—both in Paris 
and New York—Dr Evatt has had in being a conciliation group 
designed to bring Greece and its three northern neighbours 
together for the negotiation of an agreed solution. 
the Russian satellites has shown the slightest sign of willingness to 
make concessions. The new Russian proposals must therefore 
appear to be more an attempt to bypass and discredit the Greek 
Government or snatch a propaganda victory in the peace cam- 
paign, than a genuine effort to secure a solution. Britain and 
the United States were therefore justified in referring the Russians 
back to the existing machinery of negotiation in the United 
Nations. 

Nevertheless, should the atmosphere in Paris improve in 
warmth and should there be reasonable proof that Russia wants 
a settlement and not a tactical gain in the cold war, the western 
powers would be well advised to bring up the issue of Greece 
in the course of the Paris talks. No one in his senses wants 
the present chaos and misery in Greece to drag on. The only 
reason for rejecting talks now is that, on the basis of Russia’s 


proposals, they would only increase the chaos by undermining 7 
the Greek Government’s confidence and confusing still further © 


the mind of the Greek people. 
* * * 
Steel in the Lords 


As had been expected, the Conservative peers, with the strong 4 


support of their Liberal colleagues, did not reject the Steel Bill 


outright when it came up for its second reading in the House of 
Lords on Tuesday. Instead, they permitted it to go forward to © 


Committee with the expressed intention of returning it to the 
House of Commons drastically remodelled. Lord Salisbury has 
already announced one amendment—that if the Bill is passed the 


date on which it comes into operation should be postponed t0 | 


October, 1950. By this means, he suggests, the people would be 
able, by returning or rejecting a Socialist Government, to give 
a clear opinion op whether they desired the nationalisation 
steel to be persisted with, which would not be the case if the 
vesting day were to remain on May 1, 1950, coinciding with an 
election at the end of the Government’s normal term of office. 
The delay proposed by the amendment is more than the five 
months between May and October next year, since the vesting 
date is only the final date in a series of events which 
would carry nationalisation into effect. If the operation of the 
Bill were to be delayed to October, 1950, the actual vesting date 
would be anything from nine to eighteen months later. 
amendment the Lords are likely to insist, so that the Govern- 
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got in the House of Commons must either accept it, which their 
sew of the necessity of completing the 1945 programme before 
ie nest election makes unlikely, or reject it and pass the measure 
wer the heads of the Lords early in the new year when the 
4 Parliament Act has come into force. 
fis in some ways a pity that Lord Salisbury should have made 
tion of timing the focus of argument over the Steel Bill. 
jpthe first place, to do so involves an acceptance—by implication 
x least—on the part of the Conservatives of the constitutionally 
view that governments are elected to carry through a 
égndate.” In the second place, it is likely to distract attention 
rom the removal of the glaring defects in the Bill itself. There 
however, indications that detailed amendments to refashion 
jecomposition and powers of the projected Iron and Steel Cor- 
weration are being prepared. One in particular would place 
is¢ limits on the powers of the corporation, and would give 
#e Government a participation in the steel industry analogous 
that which it has in Anglo-Iranian oil. The Lords will have 
time to make their amendments and argue them with 
& Commons. The Bill is due to begin its Committee stage 
mediately after Whitsun, This leaves only six weeks before 
4 summer recess in which it can be worked on, but a further 
ur weeks at least will be available between the resumption 
§ Patliament in mid-October, and the close of the present 
sion in mid-December, a date fixed by the timing of the 
Parliament Bill. 
This timetable could, of course, be completely upset if the 
Geremment should decide to go to the country in the autumn 
¢ 1949. Such a step would at first sight lose them the Steel 
fil—but the loss would not be by any means so irreparable as 
For the nationalisation of iron and steel 
wuld be a major election issue, and if Labour won the election 
ie Lords would not dare oppose the Bill. All Mr Morrison 
wuld then need to do would be to re-introduce the Bill, which 
gould then become law in 1950 without opposition from the 
Lords, 


* * * 
(isis on the Railways 
Although Mr Isaacs has agreed, as The Economist goes to 
mess, to meet leaders of the National Union of Railwaymen in 
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order to hear their wage grievances, the threat of serious trouble 
on the railways has by no means passed. The Minister of Labour 
reinforced by the Prime Minister, has made it quite plain that 
there can be no question of his “intervention” and that the 
Government insists on the use of the proper industrial machinery 
tor the settlement of grievances. Any other course 

taken as a precedent and would undermine the whole machinery 
of industrial relations which has been so laboriously constructed. 


It is, in fact, difficult to see a way out of the impasse. As the 
Railway Executive pointed out in its statement last weekend, 
within a few weeks of the rejection of the original claim by the 
Tribunal (whose award both sides had agreed to accept as 
binding) the National Union of Railwaymen put forward a fresh 
claim for an all-round increase and improved conditions, which 
came to even more than the original demand. They also failed te 
concert policy with the other railway unions which are involved in 
agreement on wages and conditions. Since the NUR decided to 
reject the offer of the Railways Executive to raise the minimum 
pay of lower-paid men (in order not to upset the “ differential” 
between skilled and unskilled grades) the only proper course 
would have been to take the matter to arbitration, This the union 
has been anxious to avoid, because of discontent with delays and 
dissatisfaction at the previous award. But, unless its secretary, 
Mr Figgins, is prepared to take this action in the interests of 
industrial peace and efficiency, there would seem to be no way 
of preventing a stoppage. 


Though not directly related to the NUR’s wage claim, the 
dispute over “lodging turns” in the North-Eastern Region which 
led to a strike last Sunday, is in fact part of the same trouble. Mr 
Figgins was quick to fasten on the strike as symptomatic of the 
prevalent mood on the railways and it provides a vivid foretaste 
on a small scale of the chaos which would ensue if negotiations 
broke down altogether. Both the NUR and the Associated Society 
of Locomotive Engineers and Firemen have condemned the strike 
and called on the men to work normally this weekend. But 
reports from the north suggest that the strikers are in no mood 
to listen. The labour situation on the railways, indeed, appears 
to be tending towards a crisis which, to judge by recent experi- 
ence, will be all the more acute since the industry is under 
national ownership. 
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Workers’ Control 


Mr Gaitskell talked good sense about nationalisation at the 
conference of the Electrical Trades Union at Worthing. Although 
most of his audience did not agree with anything that he said, 
and although his speech lowered the emotional temperature built 
up by Mr Paul Robeson’s singing and recitation, the Minister 
was at least heard with respect. This union, which is largely 
Communist-dominated, wants direct trade union representauon 
on the boards of nationalised industries. The Government’s 
answer, given by Mr Gaitskell, is that this claim is quite imprac- 
ticable and would not be in the interests of the workers them- 
selves. “ You cannot sit on both sides of the table at once” he 
told them. 

The claim for direct trade union representation is a version 
of workers’ control—the old syndicalist idea against which official 
Labour has set its face, but which still has its adherents, especially 
among post office workers and railwaymen. The TUC has 
rejected it, and so have the miners, who stress instead the need 
for more workers’ participation through effective consultation. 
It would of course, as Mr Gaitskell pointed out, be quite 
impossible to have workers’ leaders, either in a full-time or part- 
time capacity, sitting on public boards as the elected representa- 
tives of sectional interests. It would create divided loyalties, 
render negotiations pointless, create confusion in administration, 
and lead to a “ blurring of responsibilities” which would not 
make for efficiency. 

Nationalisation will be judged by results—not by theories—and 
by the service it renders the public rather than by the benefits 
it brings to particular groups of workers. This applies with 
particular force to the electricity and: gas industries which affect 
the consumer directly. The trouble is that while many trade 
union leaders (although not, it would seem, those of the elec- 
tricians and railwaymen) are well aware of this, the rank and 
file are still thinking sectionally ; what they do not seem to realise 
is that while they affirm their determination to return a Labour 
Government, their actions throw the issue in doubt. 


* * * 


India Accepts the London Agreement 


The Indian Constituent Assembly, after a two days’ debate, 
has ratified with only one dissentient vote the agreement reached 
at the recent Commonwealth conference in London, whereby 
India will remain within the Commonwealth as a sovereign 
republic. The verdict was a personal triumph for Mr Nehru, who 
used all his eloquence to justify his policy, and it is highly satis- 
factory that the agreement should have reccived so nearly unani- 
mous a ratification from the elected representatives of the Indian 
people. 

It should not, however, be overlooked that Indian press com- 
ment has shown considerable distaste for the Commonwealth tie, 
and that the advocates of the London agreement have been con- 
strained to present it to the public as a relationship which brings 
benefits to India with no corresponding liabilities. There is no 
cause for surprise in this attitude ; what is remarkable is that the 
opposition has not been stronger. Positive support for Mr Nehru 
is strongest at the top, among high-level civil servants, army 
officers and business leaders, who realise how much India has to 
gain from the association and are aware that any form of free 
association demands co-operation from both sides to maintain it. 
But the local Congress party bosses and the rank and file of the 
party, not to speak of non-Congress groups which do not accept 
Mr Nehru’s leadership, have a narrower and more parochial out- 
jook ; their greatest pride in local politics is to have suffered for 
the nationalist cause by imprisonment at the hands of the British 
Raj. Not all of them share Mr Nehru’s freedom from personal 
rancour, nor is it easy for them to acquire the habit of regarding 
India as a nation left alone in a very dangerous world. For these 
strata of Indian public opinion to be persuaded of the real value 
of the Commonwealth relation a continuous process of political 
education is needed, and that is something which only the 
Congress leadership can provide. 

On this country lies a serious responsibility not to embarrass 
Mr Nehru by any actions which can be represented in India as 
showing lack of due consideration for a Commonwealth partner. 
Great indignation has been caused in India by an event hardly 
noticed in the British press—the summary execution of an Indian 
trade union leader in Malaya on a charge of illicit possession of 
arms. It has been officially stated in Delhi that the Indian High 
Commissioner in London asked for reconsideration of the case 
and was promised a report on it, but that the execution was carried 
out without any report having been received. If this is so, it 
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appears to show a serious lack of appreciation in Whi 
the importance of relations with India House in matters 
Indian emigrants in a British territory. The 

by the presence of Indians in various parts of the 


tehall of 
affecting 
Cfeated 


outside India itself call for the most careful attention and study, | 


x * * 


Help for Burma 


While the Chinese Communists have been sweeping south. _ 


ward across the Yangtse and forcing their way into Shanghai, the 
Government of Thakin Nu in Rangoon has received a new ac 

of strength from the decision of Britain, India, Pakistan ng 
Ceylon to render joint assistance to Burma in its present time of 
trouble from which, if no aid were forthcoming, a Communiy 


regime might soon emerge. The decision of the four Common. | 
wealth nations to give practical support to the Burmese Goyer. | 
ment is a sequel to the visits which Thakin Nu paid to the Prime | 
Ministers of India and Pakistan just before the recent Common. 7 
wealth Conference, and it should be regarded as one of the moy _ 


important results of the Conference itself. 


The participation of the three Asian members of the Common- 4 
wealth, which have so lately been striving for the same aims of © 


rar: 


national independence as Burma but have avoided Burma’s © 
disintegration, has given to the joint action a regional, non _ 
imperialist character which a purely British intervention could 7 
never have had. Nor is the Asian participation a mere matter of 
form, for the situation in Burma is of greater importance in the 
total scheme of foreign affairs for Burma’s neighbours than it js © 
for Britain itself. Not only is India’s investment stake in Burma | 
comparable with the British, but India’s dependence on Burmese © 
rice exports makes either the reduction of those exports through © 
internal chaos or their diversion or suspension because of political ” 


hostility a grave threat to the Indian economy. 


Last, but not least, India and Pakistan have to consider the © 
consequences for themselves of the establishment of militant 7 


Communists on their eastern land frontiers and on the shores 
of the Bay of Bengal. They have good reason, therefore, to give 


a 


the legal Government of Burma, which remains friendly to the — 
Commonwealth even though it has left the family circle, their © 


full support agains: the revolts which have come near to over- | 
The situation is complicated because there is not | 


throwing it. 


one revolt in Burma, but several ; they add up, however, to a — 


Communist danger because, if Burma is submerged beneath a | 


milling confusion of Karens, Kachins, White Band PVO’s and — 


ordinary dacoits, it is the Communists who, because of their 
political technique, organisation and discipline, are likely in the | 


end to come out on top. 
* 


The decision to help Burma has come none too soon, for there © 
are already signs of intervention from another quarter. Bands — 


of Chinese Communists have for some time been active in the | 
province of Yunnan just across the frontier, and they have recently 7 


occupied towns on the wartime Burma Road between the frontier © 
and Kunming. When the road was being constructed as a means © 
to help China against Japan, there were Burmese who were uneasy 
at the prospect of closer contact with the great eastern neighbour. — 
They remembered Burma’s former tributary relation to China and — 


the large territorial claims which China has never abandoned. 


Chinese Communist infiltration may yet become an important 


factor in the Burmese civil wars. 


* * * 


Cole and the Programme 


Professor G. D. H. Cole, the chairman of the Fabian Society, 
has accepted the invitation to criticism with which the Labour 
Party Executive launched its draft programme for the next elec- 
tion, and in “ Labour’s Second Term ”* he has set out his ows 
ideas of the path which Labour should follow. 

Professor Cole accepts the main argument of the party Pre 
gramme, that the financial demands of the social services and, 
necessity to balance our payments preclude any further redistribu- 
tion of wealth, that the time is not ripe for further major 
nationalisation measures and that increase in living standards of 
come only from greater productivity. The only major act 
nationalisation he would like to see included in the preset! 
programme is that of the joint stock banks so that the Govern 
ment could have outright control of the investment programme 
to ward off the effects of an American depression. (Since ~ 
thrown off as an airy digression it would be unfair to ask why 


= = ps - ee 
* Fabian Publications, Ltd. 6d. 
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For your Swiss summer holidays—fly direct 
P Paver to Zurich (£28.16 ret.) or Geneva (£27 ret.), 
COMPLETE ACCOUNTING by fast modern Convair or Viking airliners, 
: Basle (£27 ret.) or Berne (£28 ret.). 
when accounts are in ( ) — 
BOOKINGS : British European Airways, Dorland 
PERPETUAL Hall, Regent Street, $.W.1, GERrard 9833, 4 
“Perpetual Balance ” comes auto- BEA offices or Travel Agents (no booking fes. | ha 
matically with Underwood Elliott 4 
Fisher Sundstrand Accounting 
Equipment. Instead of a hectic end- 
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routine is balanced and proved each 
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accuracy. All related records are 
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operation, vital figures always to 
hand. Statements go out promptly, Wtssagr 
get paid quicker. Applicable to any UNDERWOOD SUNDSTRAND CLASS ‘D’ 
type of business these versatile ma- ACCOUNTING MACHINE. An all-purpose, 
chines are an investment inefficiency fully automatic Accounting machine. 
UNDERWOOD - ELLIOTT FISHER - SUNDSTRAND 
MECH AN SED SYST EMS, Speed the Bold). AB easeowess 
UNDERWOOD ELLIOTT FISHER LTD., 18/19 PALL MALL, LONDON, S.W.1, Tel: ABBEY IOI/ 
SALES AND SERVICE EVERYWHERE 
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the interests of the banking community and the Government 
should here conflict or why the latter needs any more power than 
it at present possesses.) He sees as the crucial dilemma of the 
present Labour Government that they must make the present 
semi-capitalism work if Britain is to get out of its difficulties, but 
that in so doing it will fail to elicit the enthusiasm of the workers. 

His solution for this dilemma is for the Labour Party to press 
on during this pause in the forward march of Socialist economics 
with all the non-economic radical legisation which got left out of 
the 1945 manifesto, including the abolition of the House of Lords, 
something called “ democratising the State machine” (this para- 
graph—the only one in the pamphlet where the phraseology 1s 
vague—appears to suggest nothing less than that the traditional 
safeguards to the abuses of power shall be eliminated), and a 
cleansing of “the Aegean stables of the diplomatic service” 
(does this mean a thorough scrubbing of the manége 
of the British Embassy in Athens ?). There would also be 
more democracy in the Armed Forces—proposals which leave 
out of account the fact that the reason for the undemocratic 
structure of the Armed Forces is that they are organised for the 
highly undemocratic operation of giving and receiving violent 
death—and some more sensible suggestions for the improvement 
of joint consultation. The Socialist Government should, in other 
Wor. ©4P4Ggmporarily stumped in the economic sphere, continue 
to fiyel, s¢true colours by looking around for measures which 
raise a Cheer from the workers but cost nothing. At all costs i 
must avoid the heresy of thinking that Socialism is achieved and 
of confusing the true doctrine with Keynesian Liberalism, how- 
ever much more applicable and more statesmanlike the latter 
may be. 

All of which shows that more than 60 miles separate Oxford 
from Transport House. For Professor Cole Socialism is a way of 
life ; for the Labour Party Executive it is a doctrine which 
provides a means of gaining and retaining power. His disillusion- 
ment is a measure of what happens to a political theory when it 
is submitted to the supreme test of administrative possibility and 
political reality. . 


* * x 


A Frustrated Commission 


The third annual report of the Local Government Boundary 
Commission (HMSO, 2d.) bears the marks of understandable 
frustration and disappointment. Early in their career the Com- 
missioners decided that a piecemeal alteration of local government 
areas would do little good, and that a general reform of both 
the areas and functions of local authorities was necessary. In 
their second report they submitted for the Government’s con- 
sideration a scheme for the reorganisation of counties and county 
boroughs. The Government ignored it and did not even arrange 
for the scheme to be debated in Parliament. Since then the 
Commissioners have turned their attention to the review of county 
districts, but here too they cannot initiate any general reform of 
a worthwhile nature because of inadequate powers. They cannot, 
for. instance, set about integrating small urban and rural units 
because of the special immunity from their activities given to 
non-county boroughs. In its reports, the Commission has 
pointed to a number of matters, some of them minor ones con- 





Jargonisation 


Elastic demands, and inflationary spirals, and most of the 
other infelicitous inventions of the phrase-making economist 
are, curiously enough, precise terms—though that seems 
small excuse for using them—and they describe conditions 
that affect the lives of us all. The business man, who has 
been exposed for so long to these oddities of language, 
requires no explanation of what such terms mean, but he 
may well require some information on how his business 
will be affected by the conditions they describe. 

The Economist Intelligence Unit can put at the service of 
business and other organisations the resources that are 
employed to supply the columns of The Economist itself 
——and, incidentally, we strive to avoid the jargon of the 
profession of economics. 

The Economist Intelligence Unit 
22 Ryper Street, St. James’s, LONDON, S.W.1. 
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if their work is to be effective. The Government has ay 
these suggestions, and its only reply to the Commissio 
for a clarification of its attitude has come in the form 


answer to a Parliamentary question to the effect that “it will 


28, 1949 


> 
N's request 


ignored 


of a recen; 


not be practicable to introduce comprehensive legislation on local : 


government reconstruction in the near future ”—or, by impl 
to introduce any legislation at all on this subject. 


ication, | 


Mr Bevan’s reputation deserves to suffer severely for his offhand 


treatment of the Commission and of local govern 
The Boundary Commission is not in the positi 
Commission which, having stated its views, can retire gracefully 


The Boundary Commssioners have now to carry on their work | 
under terms of reference which are known by them and by the - 
Minister of Health to hamstring its proper execution. The Com. | 


ment generally, j 


mission can no longer delay decisions on the many detailed local 
issues before it. It will still try to make them in such a way as | 
not to prejudice the eventual adoption of a proper scheme of | 


reform ; for instance, it has started by granting moderate bounda 


extensions to Plymouth, Southampton, Sunderland and Hull, and 


may proceed to the union of some of the smaller counties. But 4 


desirable adjustments of this kind will not be numerous. Most _ 


local issues can only be decided within a framework of satisfactory _ 


general principles, and it is precisely this which is lacking ; for 


the Government will neither support the Commission’s principles, © 


nor substitute alternative ones of its own. 


* * * 


Test Case in Hongkong 


It is ironical—but not unsalutary—that Mr Attlee and his _ 
colleagues may be now approaching an experience not unlike — 
that which brought upon Mr Chamberlain the reproach of — 
appeasement and two-mindedness. They appear to be preparing — 
both to defend Hongkong and to appease the Chinese Com- _ 
munists. They will doubtless learn with time how the effort 


to be at the same time tough and conciliatory cripples the will | 


and fuddles the brain. They have at the most two to three months 
before the Communist armies appear -on the frontier of the 


Colony, perhaps another six months before the southward drive — 


makes its full impact on China’s southern neighbours. 
It is as well to realise now that a fronta] attack on the 


Colony by troops under the orders of a Communist goverm- i 


ment would mean war between Britain and that government. | 


The policy of non-intervention in the civil war, of which so 


sneteite 


much was made by Mr Alexander in the Commons debate on — 


China, would not apply. If military preparations are made with 
this possibility clearly in mind and publicly stated, then direa © 


attack might be averted. In other words, if Hongkong were 
turned into a fortress the Communists might be deterred from 


attacking it. But local interests dislike this idea ; they prefer 10 © 
think of Hongkong as a trading centre. They have resisted control — 


of immigration, and various other security measures for which the 
military have pleaded, on the grounds that they would interfere 
with trade. London must make up its mind which is more 
important in the present situation—Hongkong as a fortress of 
Hongkong as a trading centre. 

There seems also to be some reluctance, both in the Colony 
and in Whitehall, to learn the lessons of three years of 
cold war. The Chinese left-wing trade unions are s 


placed for organising a boycott or for crippling the public : 
services ; there are numerous agents of the Communist Party m | 


ge 


Baan ong i a 


the city; and there are plenty of Chinese ready to sit on the | 


fence until it is clear which side is winning. In other words, 4 


large part of the defensive effort of the garrison may have (0 © 
be directed against resistance and sabotage within, while Com- | 
munist troops sit patiently without and await the right moment © 
to “ liberate ” their comrades from “ foreign oppression.” It could | 
then be claimed that no act of aggression had been committed | 
against the British. It is surely at least as important to prepare » 


the newly arrived troops for such tactics as to build expensive new 


roads on the mainland, and it is a situation in which mortars might | 


be just as useful as anti-aircraft guns. = : 
It is more than doubtful whether the test case for British policy 
that is likely to arise in Hongkong can be handled by the Colonial 
Office. The Colonial Secretary’s previous record hardly qua 
him for playing a major part in the Far Eastern cold war, and 
political and military defence of Hongkong cannot be co 
by a governor and military commander sitting at the end of ihe 
cable line. There should be on or near the spot a person 
authority who knows the mind of the Cabinet and can act quick) 
on his own responsibility if necessary. In fact, Mr Attlee 5 
do worse than to. entrust the general supervision of H 
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condition of European prosperity. While 
rational and non-rational spellers argue this point 
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keeping British engineering a jump ahead of its reputation. 
For TI form a team of companies who specialise in such 
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affairs to the Commissioner for South-East Asia, Mr Malcolm 
MacDonald. His headquarters are in Singapore, which is the only 
possible main base for the defence of Hongkong. 


* * * 


Moderation on the Italian Left ? 


Communist tactics in Italy appear to be paying decreasing 
dividends. The policy of out-and-out opposition to Marshall 
aid which has been expressed in stormy opposition to all things 
western in the Assembly, and in perpetual disturbance in the 
industrial field, has ended by wearying many former friends on 
the Left. In the last fortnight yet another wing of the Socialists, 
Jed by Signor Romita, has broken away from the fellow travelling 
policy of the Socialist leader, Signor Nenni. In the trade unions 
the Republicans have now followed the Catholics out of 
the Communist-run Confederazione Generale di Lavoro, and 
when the prospect of a general strike was recently discussed within 
the CGT, two Nenni-Socialist vice-secretaries dissociated them- 
selves from the Communist proposal for strike action. 

It is probably these signs of growing disintegration on the 
Left that has led the CGT to change its tactics. After months 
of fruitless discussion with the Employers’ National Confederation, 
the CGT has suddenly agreed to a general armistice with the 
following terms: joint local review of measures of reprisal taken 
in factories by employers in reply to “non-collaboration” and 
similar sabotage methods ; suspension of all current strikes and 
agitations ; temporary suspension of separate negotiations 
between the Employers’ National Confederation with the Free 
(i.e. Catholic) Labour Confederation. On the basis of these 
terms the protagonists will start general discussions on wages, 
family allowances, the operation of sliding scales for matching 
wages with prices, and the status of “ internal commissions ” (shop 
stewards’ committees). The Free Confederation will be drawn 
into the talks. This ends many months of refusal, on the part 
of employers and labour; to listen to each other on these topics. 

The General Confederation of Labour seems to have done 
most of the yielding necessary to secure this agreement. It has 
called off its sabotage campaigns without getting a previous 
cancellation of the “ reprisals,” and in particular without getting 
repayment of fines deducted by the employers from the pay of 
non-collaborators. The concession followed closely upon a threat 


Canada to Leave the 
Commonwealth? 


The news from Canada must be considered on the whole 
as satisfactory. Trafiquillity is restored. But the question 
ef the comparative advantages of a British or American 
political connection continues to be freely discussed in the 
public papers. There can be no doubt that among the com- 
mercial classes there exists great distress, which seems to be 
the only foundation of those speculations. ... Those in 
the colony who seek to increase discontent and disparage 
British connection, frequently refer to imaginary commercial 
advantages which Canada would gain by becoming a part 
of the United States. We... are convinced that such a 


change would afford no advantage commercially, but, on the 
contrary, would be a great disadvantage to Canada... . 

But it remains that we should allude to the greatest 
advantage which Canada will secure by a continued alliance 
with England. While she will have at least an equal market 
for her produce, and 


. a better market for her timber in 
this country she will have the great advantage of 
receiving a cheap and unprotected supply of manufactured 
goods. There is no chance of Canada becoming a manu- 
facturing country for many centuries, if ever. But were she 
to ally herself to the United States, she would be called upon 
to pay import duties of 20, 30, and 40 per cent for the 
protection of manufacturing corporations in New England. 
If we give no protection to our colonies now, at least we 
impose no restrictions, and no duties whatever for imperial 
purposes. _ In whatever light, therefore, we regard the 
permanent sommercial interests of Canada, it is plain that 
they will be best consulted by maintaining that political 
connection with the parent state, which, while it partakes 
of the character of perfect freedom and self-government, is 
that which we firmly believe is most consonant with the 


wishes and the pride of an immense majority of the popula- 
tion of the whole colony. 


The Economist 


May 26, 1849. 
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of ihe employers to negotiate a fundamenial agreement with th 
Free Confederation and to refuse to discuss its terms at pad 
Jater stage with the General Confederation. This would ha ; 
given the Free Confederation the status of exclusive negotisnee 
on behalf of labour. Moreover, the agreement to negotiate is not 
the first sign of diminished truculence on the part of the General 
Confederation. A few weeks ago it quietly dropped the furious 
opposition which it had previously demonstrated against the 
creation of a system of State labour exchanges, which will 
gradually deprive it of a virtual control over the placing of wage 
earners in* certain sectors. It is possible, however, that these 
belated signs of moderation will come too late to prevent dissident 
Socialists from following the Catholics and the Republicans out 
of the CGT. 


* * * 


Health Service Payments 


It is time that some serious thinking was put into the 
question of the payment of practitioners in the health service, 
Mr Bevan announced at the end of last week that the fees for 
items of dental treatment were to be reduced by 20 per cent, but 
this looks like a panic measure inspired by the Budget warnings 
of Sir Stafford Cripps and the disclosure that over 300 dentists 
were earning more than £4,000 net a year. The Ministry of 
Health’s survey of the earnings of §,000 dentists showed that 
59 per cent were earning more than the Spens Committee’s 
recommendation of £1,778 net and 41 per cent were carning 
less. But of this §9 per cent not less than a third were earning 
between £1,729 and £2,304 net—not an excessive increase over 
the Spens scale if allowance is made for the extra work dentists 
are undertaking to cope with the big demand tor their services, 
Some dentists are earning fantastically and unjustifiably high 
fees from the health service, and it is probable that too often 
these are earned at the expense of the quality of the dentist’s 
work. But to check these dentists a general cut of 20 per 
cent has been imposed which, as a correspondent points out on 
page 982, will penalise the conscientious dentist, who is carning 
the Spens rate and perhaps a bit more, at the same time as it 
curbs the earnings of the unconscientious. 

Nor does the cut go very far towards reducing the disparity 
between the earnings of dentists and of general practitioners. A 
general practitioner assumes full medical reponsibility for a 
patient day and night, including the medical care of a patient 
suffering from dental treatment, and he is paid 17s. sd. a year 
for that patient. A dentist, even on the new scale, is paid nearly 
as much for filling one of the same patient’s teeth in fifteen 
minutes. Surely there is a case for inquiry which is the better 
method of payment—the capitation fee or the fee for each item 
of service. The one may be hard on the practitioner, but the 
other is very hard on the taxpayer. 


* 7 * 


First Things First 


The increases in the salaries of trained nurses, also announced 
at the end of last week, follow inevitably from the increases given 
to student nurses last autumn. They are also justifiable in their 
own right, for it is even more necessary to stop the wastage of 
trained nurses than to attract more nursing recruits. The new 
scales, which consolidate cash salaries and board and lodging 
emoluments, will be £375-£s500 a year for ward sisters (com- 
pared with £180-£260 plus £120 emoluments) and £315-£415 for 
staff nurses (compared with £140-£290 plus £100 emoluments). 
They will have to pay £130 2 year for board and lodging, and 
as income tax will henceforward be payable on the gross amounts, 
the net increase in remuneration wil] not be so great as appeals. 

The hospitals will have to find the money for these new salaries, 
retrospective to February of this year, from their reduced budgets. 
Since the scales have been under discussion for some time, how- 
ever, it is a charge that the regional boards will have largely 
anticipated. The same cannot be said of one of the Ministry 
of Health’s latest circulars, which must be filling them and 
hospital management committees with anger. The Ministry has 
chosen the present time to urge the boards and committees [0 
increase facilities for what it calls “medical rehabilitation. 
Already, it is proudly declared, as a result of Ministerial encour- 
agement, the numbers of physiotherapists, remedia] gymnasts 
physical medicine specialists have been increasing—it is not, 
however, added that it is encouragement to extravagances of this 
sort that has put the hospitals in such a difficult position today. 

Of course physical medicine has a part to play in the hospital 
services. Of course no practitioner should be satisfied until his 
patient is fully restored to work. But does the Ministry real 
think that the dominant factor in whether “the seeds of a pet 
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t disability neurosis” are sown or not is the presence or 
absence of the paraphernalia of rehabilitation ?» Has it been given 
really convincing evidence of its value 2 Instead of being advised 
ig set up yet another committee, to advise on “ the development 
of facilities for medical rehabilitation,” the regional boards should 
surely be told to concentrate on opening beds for the treatment 
of the sick. It is this that should come first, not the provision 
of hot air and blue light. 


* * i 


(o-Partners and Communists 


For all its storm-in-a-teacup appearance, the controversy over 
the John Lewis Partnership’s political test for “ partners” has 
nised important issues. The oldest and greatest of these is 
whether false and injurious ideas should be quarantined or allowed 
to die of exposure. The Partnership gave the standard answer of 
iliberalism throughout human history; the answer, in fact, 
universally given by Communists. (The spectacle of Communists 
yirtuously denouncing a “ witch-hunt ” is, here as elsewhere, very 
nearly as comic as it is disgusting.) The least important question, 
though one on which much limelight has been concentrated, is 
that of the essential nature of the John Lewis Partnership. What 
would be tyranny in an employer becames, in a freely co-operative 
organisation, the legitimate exercise of a choice of associates. 
When a Welsh miners’ lodge refuses to accept foreign workers, 
their action may be stigmatised as selfish and silly ; no one calls 
it oppressive. When club members blackball an applicant, their 
motives may be wrong, but no one questions their right to do so. 
But where does the Partnership stand? It has some of the 
fratures of a genuine co-operative ; but the relevant question is 
whether responsibility for major decisions of policy, such as this, 
genuinely rests with the rank and file, and it obviously does not. 
The management can accept or reject the proposals of the elected 
Council of “ partners,” and the club analogy, even the trade union 
analogy, cannot hold. 

But the practical and immediate issue, that ventilated in the 
Adjournment Debate on Friday of last week, arises irrespective 
of the Partnership’s constitution. Its relations with individual 
“partners” and would-be “ partners” affect the public interest, 
since it uses the machinery of the Labour Exchanges to 
obtain their services, and their dismissal may lead to claims for 
unemployment benefit. Either the Ministry of Labour must 
xhieve a Gilbertian deadlock by re-submitting, to the firm con- 
cermed, workers expelled or rejected for their political beliefs, or, 
by refusing to do so, it must make itself accessory to possible 
victimisation. Mr Isaacs, replying to the debate, did not specify 
the sanctions which, in the last resort, the Ministry could apply ; 
he merely urged the Partnership to “just drop it” and drew 
their attention to the distinction between opinions, which should 
not be the employer’s business, and conduct, which obviously 
should. ‘Though this distinction could lead to some fine hair- 
splitting in individual cases, it does establish a working principle, 
aad the Parinership would do well to accept Mr Issacs’s advice. 


* * * 


Vagaries of the Law 


The King’s Justices are bound to interpret the law as it 
stands and in accordance with the rulings of their predecessors. 
Since the upholding of private happiness or the national interest 
§not their concern, their decisions may appear lacking in common 
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sense. It is here, as two recent decisions show, that the legislature 
should be especially vigilant. In the first place, the Court of 
Appeal, once again tied by the legal definitions of charities and 
charitable objects imposed upon them by a statute of Elizabeth, 
have held that the gift of money contained in the will of the late 
Sir Henry Strakosch to “ strengthen the bonds of unity ” between 
South Africa and this country and to “conduce to the appease- 
ment of racial feeling between the Dutch and English-speaking 
sections of the South African community ” is not a valid charitable 
trust. With the legal merits of the decision we are not con- 
cerned ; the case may yet be argued before the House of Lords. 
But, assuming that the Court of Appeal has correctly interpreted 
the law, the result still remains lamentable. It is very rarely 
that there is, or can be, a valid case for suggesting that Parliament 
has any right to change the law in any particular case and for 
one particular purpose, but there is such a case here. The 
testator’s clear intention has been defeated, and since the intention 
is one that commands the warmest support from every quarter, 
the Government should certainly consider, if need be, the intro-. 
duction of a Bill to give legal validity to this bequest. 

In the second case, a Divisional Court, in an appeal in an 
arbitration, held that an arbitrator has mo power to a 
interest on any claim for any period before the date of his award 
unless interest would have been payable on such a claim in 
common law (of which there are very few instances, particularly, 
of those ever likely to go to arbitration). This decision flows, | 
oddly, from the fact that the Law Reform (Miscellaneous Pro-' 
visions) Act, 1934, extended very widely the power of a court 
of law to award interest and, in consequence, repealed the earlier 
Act, an Act of 1833, under which interest could be awarded in a 
more limited number of cases. But the 1934 Act makes no 
mention of arbitrations ; as a result, with the repeal of the 1833 
Act even the limited statutory power possessed by arbitrators 
has gone. It is obvious enough that this effect cannot have been 
intended by Parliament. 


Shorter Notes 


There will be some «lief in Austria at the news that the 
Austrian Treaty has been placed on the Foreign Ministers’ 
Agenda. Desultory negotiations have continued between the 
Foreign Ministers’ four deputies since February. They were 
interrupted in April, taken up again after Easter and then on 
May 6th postponed again—with one eye on the Foreign Ministers’ 
meeting. Two issues—German assets and Jugoslav claims—have 
been the chief stumbling blocks to agreement throughout the 
250-odd meetings devoted to Austria since 1947. In the most 
recent talks Mr Zarubin, the Russian deputy, clearly had no real 
powers to negotiate. Possibly Mr Vyshinsky will have a freer 
hand in Paris. 


Dr Malan’s government in South Africa seems bent on destroy- 
ing the last shreds of goodwill which anyone might still feel 
towards it. The Marriage Bill, which prohibits the marriage 
between Europeans and non-Europeans and which was given 
its second reading this week, is an unwarrantable interference 
with the affairs of private citizens. In any case, such a Bill is 
unnecessary in South Africa where the colour bar is so marked. 
Worst of all is the fact that the Dutch Reformed Church supports 
the government’s measure. It is difficult to imagine how any 
Church could uphold such a flagrant travesty of Christian ethics. 














———— 


THE “N.P.1.” POLICY 


fot only creates capital out of income, but at a chosen 

fetirement age the fortunate policyholder can apply this 

capital to provide an income for the rest of his life, without 

‘the anxicties of investment. And for fifteen years this income 
is tax-free. 


GWOTD 
NATIONALPROVIDENTINSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
—— ESTABLISHED 1835 ——— 











“ Cholinondeley looks 
pleased with life!” 
“ Of course, he’s going to 
Burgh Island for Whitsun.” 
Guests can be met at 


Plymouth North Road Station 


Tbustratec brochwre and lerms [rom 
Residen! M anager. 


Burgh Island 
Hotel 


Bigbury Bay, South Devon 











. 


a 
*, 
5. 
5 
¥ 
* 
-% i 
a * 
rs 
se a 
44 
Re bore e 
&§ re 
we ft 
4a te F 
. {ye 
‘ q 
‘: 
Ri - 
52 i 
a i; 
+e ¥ 
a 
= 
a4 





982 


Letters to 


Labour and Insurance 


Sir—On the statement on policy issued by the Labour Party 
Executive, and entitled “ Labour Believes in Britain,” the widest 
discussion is invited. 

One of the proposals is “that all the industrial assurance 
companies, the biggest being the Prudential and the Pearl, and 
the larger collecting societies, should be taken over as they stand.” 
While the avowed objective is stated to be the conversion of 
industrial assurance into a public service, a careful examination 
not only of the specific proposal but of the entire statement on 
policy leaves litthe doubt as to the real objective and purpose. 
Ji is the control of investment. 

It is perhaps not generally realised that there is already on 
the Statute Book an Act which should give the Government fully 
effective control over investment. The Borrowing (Control and 
Guarantees) Act, 1946, has the twin purpose of being both an 
enabling and a disabling Act. The Government has power to 
guarantee new investment projects up to a maximum of 
£50,000,000 per annum (a sum which an Amending Act could 
readily increase if thought fit). The Government has also power— 
through the machinery of the Capital Issues Committee—to deny 
access to the capital market for unapproved purposes. 

We feel entitled, therefore, to ask two questions: Has the 
Labour Party so little confidence in the competence of one of 
their own Acts of Parliament ? Or are they seeking a circum- 
vention which from the point of view of investment control would 
do litle more than confirm existing powers, but would free them 
from the restraints of Parliamentary control ?—Yours faithfully, 

R. J. Kirton, 
Lewis G. WHYTE 
20 Lincoin’s Inn Fields, London, W.C.2 


Tory Faith 


Sir,—On page 923 of The Economist of May 21st you say: 
“ Most of the six points of the Chartists now form a part of the 
Tory creed that even Sir Waldron Smithers does not question.” 

May I ask you by what authority you make this statement ? If 
you have no authority, please withdraw the statement publicly in 
your next issue. On the other hand, if you would let me know 
on what you base your statement, I should be grateful—Yours 
faithfully, WALDRON SMITHERS 

House of Commons 


[The six points of the Charter were (1) annual Parliaments ; (2) uni- 
versal male suffrage; (3) equal electoral districts; (4) removal of 
property qualification for MPs; (5) secret ballot; (6) payment of 
members. We thought Sir Waldron might be assumed to have 
accepted all but the first. But if the suggestion that he does not 
— ge of them makes him indignant, we willingly withdraw it. 
—EbITOorR. 


Food and the People 


Sir,—Your article on “Food and People” successfully 
answers those who take the view that the world as a whole 
will be unable to feed itself because population will outstrip 
food resources. But I venture to raise a doubt as to whether 
it disposes of what appears to me to be the real danger. 

That is indicated in the third of the propositions which you 
examine, and it is stated shortly as “the swarming populations 
of the east will eat all the food.” I suggest that that is mis- 
leading shorthand, and that the bogey which has to be laid, if 
it can be, is “the populations of the Far East, and of India in 
particular, are growing and are likely to grow so much faster 
than their food resources that millions of them will die of starva- 
tion if no remedy can be found.” 

It is a commonplace that in the early stages attempts to raise 
the standards of living of an overpopulated country, with rela- 
tively little industrial equipment, merely aggravate the problem 
for the time being; every improvement in health and social 
services lowers the death rate and does nothing to decrease the 
reproduction rate. A high degree of industrial development is 


needed before any conscious checks to the size of families begin 
to operate. 


At is, of course, no new problem. Millions of people have 
died of famine within living memory, in China, in India, and 
even in Russia, and the ordinary Malthusian process has adjusted 
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the Editor 


matters. But what is new is the civilised world’s reaction to 
large scale starvation and the growth of an international con- 
science ; it is not to be supposed that the threat of immense 
famine in India, for example, will not require consideration and 
such action as may be possible, by world organisations. . 

If there is acute scarcity in an important area of the world 
all our professions should logically lead us to measures of re. 
distribution of available food which would sensibly reduce the 
rations of the rest of the world. Politically we must know that 
the whole world is not going on to a semi-starvation basis to 
prevent part of it with an unchecked population growth from 
suffering from starvation. 

I shall not lengthen this letter by pointing out the international 
complications which may arise from such a conflict of duties, 
But I hope that I have succeeded in showing that there is a real 
problem of food and people which your article half conceals and 
half reveals——Yours faithfully, ANDREW McFapyean 

15 St. Helen’s Place, London, E.C.3 


Dentists’ Fees 


S1R,—Will you allow a dentist who has done N.H.S. work since 
the start to comment on your note on the dental services. 

1. I feel that nothing is to be gained by “ checking the demand.” 
We are not filling pinholes today, but struggling to save teeth 
which should have been filled two or more years ago. Even if 
the demand could be checked, it would only mean that small 
cavities were becoming big ones and big ones candidates for the 
forceps. 

2. The fees should certainly be revised, for they are arbitrary 
and unscientific. But there can be no scientific scale until the 
Penman Committee gives us the basic facts. This it will do on 
June 16th. Mr Bevan cannot even wait a few weeks for this, 
but introduces a new scale that is just as arbitrary as the old 
one. This piece of Ministerial arrogance throws a good light 
on the Labour Party’s claim to be democratic rather than 
totalitarian. 

3. Mr Bevan appears to believe that if he cuts fees by 20 per 
cent, he cuts incomes by a like amount. But since expenses are 
around 50 per cent of the gross takings, a 20 per cent cut in 
the fees means a 40 per cent cut in net incomes. So a man who 
now works hard to earn £2,000 a year net (a mere 12 per cent 
above the Spens figure) will get £1,200. Surely this makes Mr 
Bevan’s acceptance of the Spens Report quite derisory. 

4. Mr Bevan has in the main concentrated his savagest cuts 
on fillings. This reminds one of the meanest of the old Friendly 
Societies, which always sanctioned extractions and plates but 
made a fuss about conservative work. Is Mr Bevan prepared 
to tell the people that “their” Government is putting pressure 
on dentists to give them the cheapest rather than the best 
dentistry ?—Yours faithfully, L. D. S. (Liverroot) 


A Cassandra on Housing 


Sir,—May I briefly refer to the letter of “ Artifex” in The 
Economist of May 14th on housing costs. The essential point 1s 
that new housing is costing far more than the incomes of the 
occupants permits them to pay. Experience shows that the cost 
of housing to normal British and American comfort standards 
must not exceed two or two and a half times the annual income 
of the occupants if an economic rent of between a fifth and a 
fourth of the weekly income is to be achieved. Before the war the 
Council house cost, say, £400, and was rented at, say, 15s. a week. 
Today Council houses are costing, including land and roads, £1,500 
or perhaps five times the annual income of the tenants and an 
enormous drain upon Central and Local Government resources 18 
necessary to provide subsidies to keep rents in the region of 308. 
per week. If the subsidy were removed the lack of harmony 
between housing costs an tenants’ incomes would be made even 
clearer than it is. : 

Housing costs are merely a reflection of the general cost situa- 
tion affecting all building ; new factories, offices and public build- 
ings are in just the same pass, i.e., their rent or interest amortsa- 
tion and operating costs are far higher than their users can beat 
economically.—Yours faithfully, Norman E. WATES 

1,258 London Road. London, S.W.16 
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Books and 


Gandhi 


«The Story of My Experiments with Truth.” 
Gandhi. Phoenix Press. 420 pages. 21s. 


«Mahatma Gandhi.” By H. S. Polak, H. N. Brailsford and 
Lord Pethick-Lawrence. Odhams. 320 pages. 12s. 6d. 


By Mahatma 


Ix this Autobiography the last of the great Victorians has revealed 
himself with the vivid frankness of a Rousseau or a Pepys. The 
ok is compulsory reading for all who would understand con- 
emporary India and Victorian England, for it reveals how Blooms- 
bury crankiness combined with Gladstonian liberalism and_ his 
qurse’s Hinduism to make the simple-minded leadership which 
jok India to independence. It does not matter that the book 
sops in 1921 since Gandhi’s mind had already crystallised 
by 1909. “A man who aspires after truth,” he says, “cannot 
dford to keep out of any field of life, that is why I have been 
dawn into the field of Politics . . . I must reduce myself to 
to.” But he was always more interested in diets, or a “No 
Breakfast Association ” in Manchester. 

If Whitehall had seen in Gandhi not the Asian cunning he did 
not have, but the staunch and conscious righteousness of a Cripps 
ota Cadbury, much misunderstanding would have been avoided. 
This great Hindu nationalist was first introduced to the Bhangavad 
Gita by English theosophists, to handspinning and austerity by 
Ruskin and Tolstoy, to vegetarianism by Bayswater friends, and 
0 Brahmacharya by a quotation trom Ruskin about Mrs. Glad- 
sone, 

He had the simple-minded rectitude of a Lancashire Baptist 
chapel, and the lack of sense of beauty, or artistic sensibility, of a 
Victorian manufacturer. He was not an intellectual; he had no 
imerest in ideas for their own sake ; he only mentions five books. 
He was not subtle. His frequent ambiguity was the result of 
plain confusion of thought. Economics meant nothing to him ; 
he seems never to have heard of free enterprise or the class war. 
But he was no millowner’s stooge ; one of his first acts in India 
was to lead a successful mill strike in Ahmedabad. His inner 
wice was his conscience, not divine revelation. He had a Victorian 
respect for the truth, and for the possibility that his opponent 
might have a case. But once he had made up his mind he could 
bedeterred neither by force nor by argument, neither by snobbery 
tor by tradition. He had the full Radical iconoclasm and saw in 
Benares only priestly greed, in Viceregal pomp only peasant taxes. 

His influence depended largely on his pride in India and his 
indifference to personal comfort. He was travelling third, making 
Gujerati speeches, and wearing a dhoti in the early 1900s. He 
was cleaning latrines, and accepting an untouchable clerk in his 
household when untouchability had still hardly been attacked. 
Nevertheless, he was English at heart, English of the school of 
William Morris or Lord Shaftesbury. He too was ever following 
ome personal eccentricity, he too conceived of his duty to God as 
concerned primarily with the improvement of his fellows. And, 
tecause he was like that, India is today the only great country 
ast of France which is still predominantly liberal. 
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Publications 


The second book must be accounted a disappointment, even if 
it is allowed that it was written before the autobiography was 
published. The facts of Gandhi's life are sufficiently well known 
for the years after 1920. Now that he can be seen in the perspec- 
live provided both by his own death and India’s achievement of 
independence, what is required is not further compilations of 
biographical detail, but an interpretation and an assessment. This 
book adds little to our understanding. Lord Pethick-Lawrence 
has all the dull discretion of the ex-Secretary of State, but permits 
himself none of the revelations. Mr Brailsford has some charming 
pages of intimacy, but makes no attempt to assess Mr Gandhi 
or to understand his religion. Only Mr Polak really has something 
new to tell us—of how much that one had thought deeply Indian 
in Mr Gandhi was, in fact, learnt in London—and of how com- 
pletely his technique of neither accepting nor physically revolting 
against injustice was developed in South Africa. Even the Gandhi 
cap was the regular South African prison headgear. 


Soviet Documents 


«The Foreign Policy of Soviet Russia 1929-1941.” 
Beloff. Volume II 1936-1941. 
433 pages. 2Is. 


THE international behaviour of a great power is most often seen 
by the’ rest of the world as purposeful, consequential, and 
unscrupulous. Yet to its own citizens it may appear merely as 
a series of responses to circumstances, often blundering, seldom 
planned. The western world is tempted to find an exception to 
this rule in Soviet Russia, whose leaders are provided with a 
theory that might have been made to order for power politics. 
In the Kremlin perhaps is a group of men who not only seem 
to others to be conducting their affairs in a deliberate and ruth- 
less fashion, but who are consciously doing so. The slogan of 
unrestricted national sovereignty, “my country right or wrong,” 
applies unchanged to the Communist Party state. An account 
of Soviet foreign policy might therefore be expected to exhibit 
foreign policy in its most deliberate, most rational form. 

Yet the balance of impressions left with the reader of Mr 
Beloff’s second volume, is rather different. The behaviour of 
Soviet Russia appears as much conditioned by international events 
as that of any other great power. The sequence of moves which 
led up to the Soviet-German Treaty of August, 1939, can seem, 
from the Soviet chess-player’s view, no less “forced” than those 
of his opponents. The Treaty was ideologically shocking, but in 
a society of sovereign powers explicable, even inevitable. What 
was shocking to the idealists, indeed, was not that the Soviet 
Union failed to behave like a great power, but that it did 
do so. 

“ Foreign policy” is an ill-defined and question-begging term, 
and by using it as a title Mr Beloff is likely to disappoint equally 


By Max 
Oxford University Press. 
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these who want history, in the sense of a fullness of interpreta- 
tion and judgment, and those who believe in a science of inter- 
national affairs. His work, to use the Chatham House jargon, is 
a narrative of events and documents, As such it is an invaluable 
digest, thorough and workmanlike, a source of select reference 
material so close-packed and compressed as to make difficult 
reading. There is an admirable bibliography and a good index. 
It is indeed a tribute to the dispassionate quality of the narra- 
tive that the book has been variously criticised by the partisan, 
cocksure type of historian as an apology for Soviet Russia, as a 
defence of western appeasement, or simply as lacking in partisan- 
ship. 

The evidence, such of it as is to be found in newspapers and 
official documents, is here set down. But analysis or judgment 
is left to the reader. In his short, final chapter, however, Mr 
Beloff dees leave the work of strict presentation and attempt some 
discussion of “the principles of Soviet foreign policy.” This 
postscript is a thoughtful introduction to the ground which a 
real analysis of Soviet foreign policy should cover. It is to be 
hoped that Mr Beloff will one day cover it. Meanwhile, he asks 
more questions than he answers. Moreover, his suggestive 
account of the “dualism” of Soviet policy is confused by an 
uncritical use of such concepts as “ motive,” “ sincerity,” which 
are strictly applicable to individuals and become misleading when 
transferred without further ado to Powers. The author con- 
cludes: “ The student of Soviet foreign policy is likely to arise 
from his task with a strengthened conviction that history above 
all is the study of the imperfect, the contingent, and the unique.” 
Almost the same might be said by a natural scientist, before he 
begins, of the world of natural phenomena. If history were not 
also the study of the repetitive, there would be nothing left to 
discuss, no rational basis for even the simplest course of political 
action. 


How to Invest 


“Advanced Hatch.” 
pages. 25s, 
“Ordinary Shares.”” By Hargreaves Parkinson. 

Spottiswoode. 297 pages. 30s. 


Mr. PARKINSON here restates the Hatch doctrine, substantiating 
his argument with further elaborate analyses of American and 
British stock indices, and working out a variety of refinements 
On any sustained upward 
irend of the market the intelligent equity investor makes money : 
if he manages to withdraw his capital temporarily from the market 
in the early stages of downswings, and to re-commit it in the 
early stages of major upswings he will naturally make a fortune. 
Mr Hatch’s method is supposed to accomplish this difficult feat. 
But in following the history of the apocryphal Silas Q. Hatch, 
Mr Parkinson assumes that when the former started his sensational 
investment operations in 1870 he had the benefit of knowing what 
the amplitude of market swings was going to be during the 
ensuing decades. Anyone starting now, in London, New York, or 
any other market, can also be tolerably sure of dying rich provided 
he lives long enough and knows at the beginning what average 
rise or fall in the chosen index will, in the future, denote the 
beginning of a major up or down sweep in the market. Mr 
Parkinson shows on paper that ro per cent, conveniently enough, 
gives good results on past experience ; § per cent shows even 
higher _profits but necessitates much more frequent. dealings. 
Granted all the rest, however, “Advanced Hatch” again, as did 
the “Hatch Primer,” seems to underrate the practical difficulties 
of dealing at the predictated prices at the moments dictated by the 
index. When the market is in a downward slide it cannot be 
stopped while Mr Hatch’s brokers feverishly work out the index, 
and the very fact that Hatchites must often be sellers on a bear 
dive or buyers on an upswing makes it probable that the effective 
dealing prices will frequently overswing the theoretical dealing 
points by quite wide margins. Hatch, however, certainly points 
a sound general principle for investors—namely, keep out of major 
bear markets and keep in major bull markets—but in times of 
mildly fluctuating prices, or if secondary fluctuations tend to 
average between Io per cent and 20 per cent from nadirs to peaks, 
slavish adherence to the system will lead to a succession of losses. 
Nevertheless, serious followers of the stock markets will find a 
study of Advanced Hatch well worth while for its analysis of the 
habits of stock indices. 


By Hargreaves Parkinson, Pitman, 215 


Eyre and 


It would be ungenerous of The Economist not to give a good 
notice to the new and completely revised edition of Mr Par- 
kinson’s Ordinary Shares. His recognition of the use of our 
own statistical material is unstinting. But there is more 
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to it than that. This book provides a unique analysis of British 
ordinary shares over eighty years in all their relationships and a 
every mood—even their latest reaction to the influence of 
pseudo-socialism. The structure of the new edition is not very 
different from the original except that it brings the life of cliears 
shares up to July, 1948. Mr Parkinson has had to build into his 
book the results of the failure of the British economy to revert 
to its prewar peacetime basis. In designating this failure as q 
“revolution” he perhaps underestimates the resilience of the 
economy given a “right” political background. But, excepting 
things as they are at the moment, one can agree that though the 
ordinary shareholder has not been superseded he is suffering 
at least a temporary eclipse. Under dividend limitation he has 
ceased to be an ordinary shareholder in any sense of the word 
This is a specialist book mainly for those interested in capital 
appreciation through the medium of investment in ordinary shares 
Any references to “income considerations” are brief. It 
epitomises ordinary shares as a reflection of the progress of a 
nation. It will therefore not give pleasure to those who might 
compare the level of ordinary shares at present with that of four 
years ago, nor to that section of political opinion which sees jn 
es exchange capital appreciation something bordering on the 
indecent. 


Hungary’s Collapse 


“The Struggle Behind the Iron Curtain.” By Ferenc N 
Macmillan, 471 pages. 30s. r - 


Mr NaGy was Prime Minister of Hungary from January, 1946, to 
June, 1947. His book is an account of Hungarian politics under 
Soviet domination, from “liberation” till his resignation. Its 
central theme is the position of the Small Farmers’ Party. It 
is also the story of three men, leaders of the party—the President 
of the Republic, Tildy, the party general secretary, Bela Kovacs, 
and Nagy himself. 

When it was made clear by the free elections of 1945 that, even 
with the reluctant support of the Social Democrat Party, “ cap- 
tured” through the subservience of its leaders, the Communists 
could not win a majority, they set themselves to destroy their 
chief rival, the Small Farmers’ Party, which had won 57 per cent 
of the votes. Throughout the eighteen months required to com- 
plete the job, they had the support of the Soviet occupation 
authorities. Nagy describes how the Soviet generals Sviridov 
and Kondratov and the Soviet minister Pushkin intervened 
repeatedly in Hungarian internal affairs, far beyond the authority 
given to them under the armistice. A few examples are worth 
quoting. They vetoed the proposal to create an organisation for 
the peasantry, equivalent to the trade unions for the industrial 
workers, and armed with the right to strike. They organised a 
Communist-led “ political section ” within the army, with political 
commissars tO indoctrinate the men, and thugs to arrest and in- 
terrogate prisoners. They questioned appointments to cabinet 
posts, and put forward their own candidates. Above all, they took 
part in the preparation of the famous “conspiracy” crisis of 
January and February, 1947, which ended with the arrest of Bela 
Kovacs by Soviet military police and the final subjection of the 
party. 

Kovacs and Tildy provide a tragic contrast. Kovacs the 
peasant, a good organiser and hard worker, but inexperienced in 
political manoeuvres, bravely resisted the Communist penetration 
of the state machine. But he had no weapon in his hand, and he 
died in unknown circumstances, in the lonely misery of Soviet 
imprisonment. Tildy, the former Calvinist pastor, who had 
showered compliments on Regent Horthy in the old days, and 
was accomplished in political trickery and face-saving, “col- 
laborated ” with the Communists from 1945 until the Communists 
thought he had served their purpose and discarded him. This 
sinister figure emetges the more horribly from Nagy’s pages 
because Nagy never accuses him. 4 

Nagy himself falls between these two men, who were his most 
constant advisers during his Premiership. His book shows him 
a small man, often naively optimistic, always anxious to avoid 
unpleasantness, seeking to postpone crises by a series of conces- 
sions in the vain hope that the signature of the peace treaty, by 
removing the Sovict occupation troops, would bring a possibility 
of political freedom. It is easy for the armchair critic to b 
Nagy for his errors and hesitations. But the Communists ha 
behind them the might of the Red Army and the NKVD. This 
vast machine of fraud and terror was concentrated, not against 
great landowners and bankers, dangerous fascists and imperialists, 
but against decent stolid and limited Hungarian peasants, muddle- 
headedly struggling for democracy and_ national independence. 
The story of their ruin is the more moving for being told by one 
of these small men. 
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AMERICAN SURVEY 





Exports in a Buyers’ Market 


(From Our American Staff) 


N January 5th, in his message to Congress on the State 

of the Union, the President said: “ At the present time 
wt prosperity is threatened by inflationary pressures at a 
gumber of critical points in our economy. . . . I recommend 
that the Congress enact legislation - . . to continue export 
gatrol authority and to provide adequate machinery for its 
enforcement.” ‘Two days later he elaborated on this statement 
in his Economic Report, saying that “in view of the large 
qmber of exports required to carry out our programme of aid- 
ing economic reconstruction abroad it is essential that 0 
aports be controlied both to minimise their adverse impact on 
the domestic economy and to make them most fully conferm- 
ale to our foreign policies.” Today, four and a half months 
ter, there is no longer any talk of inflationary pressures, and 
Congress, although it has extended the authority to control 
aports until June 30th, 1951, is naturally not even considering 
kgislation to increase either the Department of Commerce’s 
control over them or its powers of enforcement. 

Yet it might be argued that, with the sellers’ market gone, it 
s more important than ever for the Department to have 
adequate powers. A year ago there was no serious pressure to 
gant licences. Exporters and export departments, looking 
aly to their own preserves, would beg for higher quotas, but 
the producers themselves took the refusal of an export licence 
philosophically, knowing that they could sell their whole out- 
put in the internal market. Now the producers are also eager 
wexport and can bring convincing threats of prospective lay- 
ifs and curtailments of the working week if permission is 
refused. There are nearly a third more applications for export 
licences now than there were three months ago, and the internal 
eonomic reasons for granting them are far more pressing. 

If the first of the President’s reasons for controlling exports— 
“tw minimise their adverse impact on the domestic economy ” 
had been the only one, the need for controls would have 
neatly disappeared by this time, except in a few specialised steel 
ittms. It is the problem of making exports “ fully conformable 
© our foreign policies ”°—the security aspect—which makes 
controls necessary for an unforseeable future period. And it is 
in the security field that a struggle between private profit and 
mtional interest may soon develop. The first skirmishes in 
Congress have already taken place, but so far battle has only 
ten joined over commodities which are surplus and a country, 
si, to which ideological, but not strategic, objections can 

raised 


The Department of Commerce, at the time when the 
ic Co-operation Act was first before Congress and, 
though not yet law, almost certain to be in operation very 
thortly, instituted a rigid system for licensing all exports to 
of items on what is known as the Positive List. This 
contained commodities which it was thought necessary to 
control either for strategic reasons or because the quantities 
tquired for the European Recovery Programme entailed a 
wict husbanding of resources. Those commodities—lumber, 
example—which become plentiful in the United States and 
which there is no shortage behind the Iron Curtain are, from 
lime to time, removed to another list, on which licences are 
Sued without question. Other commodities, from armout- 
pate to carbon black, which come under the general heading of 
gic materials, remain on the Positive List when supplies 
le adequate, but are subject to a system of “open quota,” by 
export licences are granted only up to a total quantity 

ng the importing country’s normal consumption and 

MY stockpiling being undertaken in western Europe by agree- 


ment with the US Government. If the demand seems excessive 
and suggests an intention to pass the commodity on to eastern 
Europe, the licence is refused. At present 80 per cent of the 
applications considered have a security side ; until the cold war 
is over, therefore, there is no hope of an end to most of the 
controls, only of a relaxation in their strictness, a relaxation 
which has become noticeable in the last few months, 
x 


When the first ECA Bill was being debated, Congressional 
anxiety was centred on two chief points—fear of supplying, or 
enabling western Europe to supply, to eastern Europe any 
material which might be of even the vaguest help to a Russian 
armament programme; and of producing shortages in the 
United States of basic commodities by attempting too ambi- 
tious a programme of exports. The system of off-shore pur- 
chases was included as a remedy for the latter. By this spring 
the fear was no longer of shortages, but of surpluses. The 
Senate Foreign Relations Committee reported that over a 
hundred special interests had asked for bread; only one, 
shipping, got half a loaf. These pressures were later transferred 
to the House and the Appropriations Committee heard a number 
of statements, mainly on behalf of the lumber industry. But 
there has been no sign of surrender to the lobbyists in either 
House. 

But the flurry over the recognition of the Franco régime and 
the loan to Spain from the Export-Import Bank shows that, for 
some members of the Senate, conscience wears thin when stocks 
accumulate. Senor Andres Moreno, the Spanish emissary, was 
too obvious and heavy-handed in his lobbying, and too evasive 
when financial details were discussed, to get far with the 
Administration or with most Congressmen. But, after he had 
tempted the Southerners with talk of buying 300,000 bales of 
cotton, and the Midwesterners with references to half a million 
tons of wheat and five or ten thousand tons of soybean oil, 
some hours were spent (and not by Catholics) in praise of 
Franco and his régime. “A great nation and a great govern- 
ment,” exclaimed Senator McCarran of Nevada, a State which in 
the last two years has become an important producer of long- 
staple cotton. “It is my opinion that the United States can do 
nothing else now than to recognise Spain,” said Senator Wherry 
from Nebraska, where the wheat comes from. Senator Eastland 
from Mississippi, where the short-staple cotton comes from, 
worked hard button-holing other Senators in the lobby but said 
nothing for the record. Senator Eastland is a Methodist. And 
Senator Brewster, who is interested in aircraft even though they 
do not particularly come from his state of Maine, reported inevi- 
tably that “ Spain was intensely desirous of securing American 
equipment, both in planes and in the ground services... .,” 
but was forced by England “to take British outmoded equip- 
ment instead.” 

If the first appearance of surpluses brings such an instantane- 
ous reaction, even if only from a handful of Senators, what will 
happen in a general buyers’ market ? Fear of Russia and dislike 
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of Communism is too deep to make an official repetition of the 
pre-war scrap shipments to Japan a possibility. Stocks will be 
allowed to pile up all over the United States before anything 
will be sent to eastern Europe with the permission of Congress, 
either on credit or for cash, which could further the Soviet 
“war effort.” But Congressmen may not want to continue the 
Administration’s powers of export control, in the face of their 
constituents’ complaints of bureaucracy and red tape, and once 
all producers are allowed to sell wherever they wish, they may 
not be prepared to put patriotism above solvency. On the other 
side of the counter, the time when domestic prices have fallen 
to such an extent that European, and particularly British, exports 
are no longer competitive in US markets, will also be the time 
when Congress, anxious to protect American producers, will 
put a stop to the attempts which the Administration is now 
making to encourage imports from western Europe, particularly 
of goods whose importation will not bring a cry of pain from 
American industry. 

It is at that point that the refusal of the Chancellor of the 
Exchequer to consider devaluation may begin to seem too un- 
equivocal. It is true that many of the reasons advanced in the 
United States for the necessity of devaluation are false. One, 
the existence in New York of a black—or, at least, a grey— 
market in pounds (on which the pound has recently declined 
sharply), takes no account of the fact that, wherever there are 
restrictions, a premium can be charged for getting round them. 
It is also admitted that, on purely economic grounds, the present 
moment may be twelve months early for devaluation ; but, on 
political grounds, it may be the last possible moment. A year 
ago Congress was shouting for a general “ stabilisation” of 
European currencies, and even today devaluation would be 
accepted as a conscientious attempt to further the aims of ERP. 
When it becomes unavoidable—as the Administration and the 
International Bank and Fund are convinced that it will—the 
economic climate may have changed so much that it will be 
denounced in Congress as one more dastardly political trick 
on the part of the ungrateful British. It should always be re- 
membered that the Executive Departments of the United States 
Government have a long and bitter experience of Congressional 
vagaries, and that these of its proposals to foreign nations which 
muy appear premature or importunate are often the fruit of 
thai sense of timing which this experience has given them, 





‘American Notes 


Economy Without Tears ? 


The compromise between the Administration and the 
economisers in the House Appropriations Committee, which on 
Monday recommended a cut of 1§ per cent in the funds for the 
second year of Marshall aid, has that Alice-in-Wonderland 
flavour which is becoming characteristic of the Federal budget. 
The cut will stand but only as a symbol of austere intentions, for 
the funds need last only until May 15, 1950, instead of July Ist, 
a period of ten and a half months rather than twelve. If the 
compromise is accepted by the House and the Senate, the 
Economic Co-operation Administration’s monthly spending rate 
will not be very different from tha: recommended by the Appro- 
priations Sub-committee, which considered that a reduction of 
§ per cent on the Administration’s request was justified by past 
or future price declines. 

In the Senate the economisers have not even been able to 
win a symbolic victory in their attempts to pinch the domestic 
pennies. In January President Truman forecast that in the 
fiscal year 1949-50 there would be a deficit of $900 million, 
without including any European military aid; he proposed a 
$4 billion tax increase, chiefly on corporations, to cover the gap 
and provide an anti-inflationary surplus. The fear of inflation 
has evaporated, but the recession has not gone far enough to 
persuade legislators to authorise deficit spending with an easy 
conscience. It is sufficient, however, to provide an adequate 
alibi against raising taxes this year, and to convince Congressional 
tax experts that revenues will fall about $2 billion below the 
President’s estimates. 

This would mean, if spending is not cut, a deficit of $3 billion 
or more. But although the Republicans and conservative Demo- 
crats found a new, unexpected, and ardent ally in Senator 
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Douglas, the freshman liberal, they have failed to make even a 
dent in four major appropriation Bills already passed by the 
House. The trouble is partly that no penny can be pinched with- 
out making some Senator’s constituents squeal. Senator Douglas's 
crusade to “fry the fat” out of the Army Civil Functions BjJ|— 
which he rather tactlessly described as that old pork barrel the 
rivers and harbours appropriation, under another name—showed 
once more that one man’s fat is another man’s meat. The single 
triumph of austerity—the cut in the Labour Department's funds 
—lasted just three weeks before it was rescinded. 

There is consequently a desperate search for a device which 
if it could not make economy painless, would inflict equal anguish 
all round to the tune of § per cent. The charge that such flat 
cuts are crude and indiscriminate has brought forth proposals that 
the agencies themselves be required to do the surgery ; Congress 
is aware that, lacking the Hoover budget reforms and unlimited 
time, it has not the basis, even if it had the will, to economise 
intelligently. Senator Tydings has proposed that the President 
be required to carry out the cut, but for the Republicans this 
has the disadvantage that the President might cut where and how 
he would. One magic formula by which some Democrats, but 
few Republicans, are tempted, is the Mills Bill to make corpora- 
tions pay their taxes earlier in 1950—a scheme to pay 1950's bills 
by robbing 1951 and postpone the evil day when, without a real 
slump or the end of the cold war, taxes must be raised. This, 
however, by straitening business, and particularly small business, 
might precipitate the very recession Congress wants to avoid, 


* * * 
Recovery in Japan 


As the future of Germany is being discussed in Paris, the 
United States, acting alone, has cut the reparations knot in Japan. 
While the Far Eastern Commission argued interminably about 
the shares to be parcelled out among the eleven, and Russia 
digested the largest share of all, the Japanese assets swallowed in 
Manchuria, the United States has been carrying out token repara- 
tions payments to China, the Philippines, Britain and the Nether- 
lands. These will now cease, and given the veto power each of 
the great Powers enjoys on the Commission, the determination of 
the United States to oppose any new reparations scheme is final. 

By postponing a decision on Japanese reparations Russia has 
given time for the State Department to become convinced, not 
only that reparations in Japan as well as in Germany are likely 
to be paid by the American tax-payer, but that Japan needs to 
husband every resource it has if in time it is to be able to support 
its population at a minimum standard of living. The United 
States has already invested subsidies of over $1 billion in averting 
disease and unrest in Japan since the war ended and they con- 
tinue to take hundreds of millions of dollars a year. Two inde- 
pendent studies, that of Overseas Consultants, Inc., and that of 
the Johnston Committee, came to the conclusion in 1948 that 
the industrial plant that Japan could deliver to its victims, 
and still provide a tolerable standard of living for its people, 
was much less than had been thought. General McCoy, in his 
statement to the Far Eastern Commission, said that while war- 
making equipment which could not be turned to peacetime uses 
should be scrapped, the problem in Japan was not to limit, but 
to encourage, industrial production by all available means. 

This is not a new policy. Last autumn it was decided that the 
Japanese must be allowed to reverse their industrial purge, con- 
trol their own economy, and have the Damoclean question of 
reparations settled or withdrawn. The reparations decision has 
already drawn a strong protest from General Romulo, chief of the 
Philippine delegation to the United Nations. The proposal to 
allow the Japanese to send delegates to international conferences, 
with General MacArthur’s permission, is also being opposed by 
Britain, France, and the Philippines in the Far Eastern Commis- 
sion. ‘There may be further heart-burnings at the news that the 
Japanese may be given $20 million in foreign currency to set UP 
trade offices in ten foreign cities. This opposition, however, will 
be much less cogent today, when the Chinese Communists are 
in the ascendant, than it would have been even six months ago. 


* * * 


Atomic Explosions in Washington 


The chairman of the Atomic Energy Commission, Mr Lilien- 
thal, is in hot water once more, this time for mislaying a pinch 
of uranium with one hand, while subsidising the scientific traming 
of an avowed Communist with the other. By a not very surpnsing 
coincidence, these revelations were made public just as Mr Lilien- 
thal was about to justify his new budget and the Senai¢ © 
confirm two new appointments to the Commission, those 
Dr Smyth (of the famous first report on atomic energy) and 
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professor Dean. They have prompted Senator Hickenlooper to 

Mr Lilienthal’s resignation for “ incredible mismanage- 
neat,” and even Senator Vandenberg to call for a full investiga- 
‘jon of the Commission. This As a serious matter, both for Mr 
Lilienthal and the cause of civilian control of the atom, for 
Mr Lilienthal has never been popular with Senate conservatives. 
Without the support of these two Republican Senators, Mr Lilien- 
ha’s appointment might not have been confirmed two years ago; 
ind it was Senator Vandenberg who drew up the compromise 
petween the conflicting claims of military and civilian control 
which is the basis of the present Act. 

The most succulent tit-bit unearthed by Mr Lilienthal’s 
enemies is the fact that a 23-year-old Austrian refugee, now a 
mturalised American and an unrepentant. Communist Party 
member, received a $1,600 fellowship to pursue non-secret investi- 

jons into relativity. It was granted from a fund—this year 
wtalling $1,500,000—for encouraging advanced scientific study. 
The National Research Council, to which the LAEC delegated 
the choice of fellows, abandoned security investigations of appli- 
ants, on the grounds that they would not have access to atomic 
gerets, that political conformity is no guarantee of scientific 
promise, and in the fear that a precedent might be established for 
the broader training programme it is hoped Congress will 
wthorise. Both the Council and Mr Lilienthal, after a threat 
to end the followship scheme, have now confessed their fault 
wd will require the signing of an anti-Communist affidavit 
pefore any scientist is granted public money. 

The loss of just over an ounce of uranium from the Argonne 
National Laboratory (not three-quarters of a pound as the first 
gnsational story ran) is the more puzzling subject of the first 
formal investigation of the Commission by the Joint Congressional 
Committee, and of a iunning fire by the Appropriations Com- 
mittee. If six-sevenths of the uranium has. been recovered from 
waste products, as the Commission says, it is mysterious that the 
container in which it was lost is still missing. Other testimony to 
the laxness of security provisions is now being offered and the old 
dispute inside the Commission as to the wisdom of exporting 
isotopes for research has been given a new lease of life. 

Unless these suspicions that the Commission has permitted 
carelessness, and even evasions of security precautions, can be 
shown to be groundless, they are bound to hamper the efforts 
of Senator McMahon, the chairman of the Joint Congressional 
Committee, and Mr Lilienthal himself to give the public, industry, 
ind Congress as much information as is possible. Unfortunately, 
the very security Congress is so anxious to protect prevents either 
Mr Lilienthal or his accusers from turning on the full light of 
public investigation. The present storm is a windfall only to 
those who have never abandoned the hope of reasserting military 
control over atomic energy, a backward step which would send 
the scientists flying and undo the progress of the last two years. 


+ x * 


labour’s United Front 


Last week the executive committees of both the American 
Federation of Labour and the Congress of Industrial Organisa- 
tions finally cleared the way for joint participation in the world- 
wide federation of all “free” trade unions, which, according 
to present plans, will be founded in Geneva at the end of. June. 
A successful conclusion is thus within sight for the negotlations 
detween the two competing American labour groups which have 
teen going on, discreetly chaperoned by the British Trade Union 
Congress, ever since the TUC and the CIO withdrew last January 
fom the World Federation of Trade Unions, largely because of 
iis opposition to the European Recovery Programme. It seems 
that at long last internal rivalries will no longer be allowed | to 
Prevent American labour from presenting a united front “at 
the water's edge ” and from playing the part in the international 

t Movement which is warranted by its great responsibilities. 

The decision to co-operate with the CIO was an important 
ttversal of policy for the AFL, which has always maintained its 
tight to be the sole representative of American labour abroad, 
a stand which has only been modified to the extent of ne 

CIO equal advisory rights in such government agencies 
the Reonsenic fo liao Administration. The AFL never 
permitted the CIO to have anything to do with the prewar Inter- 
tational Federation of Trade Unions and the readiness of WFT 
© accept the CIO had as much to do with the C10 $s initial 

thusiasm for that organisation as it had with the AFL’s refusal 
(9 recognise it. ve 

official reason for that refusal was the conviction that the 

: was bound to fail owing to the impossibility of working 

trade unions dominated by Communists. In this the AFL 
been proved abundantly right and its glow of self-satisfaction 
ibly explains its new warmth towards the upstart CIO, whose 
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Separate existence still seems treasonable to many of the AFL’s 
leaders, And the CIO’s readiness to make concessions in ordet 
to reach agreement with the AFL perhaps arises from the fact rhat 
it has been fighting Communism not only in the WETU but in.its 
own board-room. Last weck’s resolution, authorising withdrawal 
from the WFTU, was opposed by representatives of nine left- 
wing unions, which were thereby brought even closer than they 
were already to expulsion at the CIO convention next autumn, 
if they do not cleanse themselves of Communist influences. 

The chief concession made by the CIO is its promise not to 
take advantage of joint participation in the new international 
body to press for the withdrawal of the AFL’s jealously guarded 
right to the exclusive representation of American labour in the 
International Labour Organisation, In the new world trade union 
group, representation is to be p rtionate to national member- 
ships ; the CIO conveniently claims only 6,000,000 members to 
the AFL’s 7,500,000 and therefore a decision on which is in theory 
the predominant representative of American labour can be avoided. 


* * x 


Reorganisation in Two Capitals 


The appointment of Mr John sista | to sueceed General 
Clay was far from a surprise: long expected, it had been delayed 
until a worthy candidate had been found to take over the presi- 
dency of the World Bank. Mr Eugene Black has now accepted 
this office. The welcome given to General Clay on his return 
to the United States was no greater than that given to Mr 
McCloy on his appointment to a post for which he is excep- 
tionally well fitted, both by his self-reliant and independent out- 
look and by his varied public service. He will need these qualities 
if he is to deal successfully with the complex and conflicting 
trends now evident in Germany. As Assistant Secretary of War 
during the war, he had practical experience of working with the 
military authorities and also of German problems; he was an 
influential critic of the Morgenthau plan for the “ pastoralisation ” 
of Germany, according to Mr Stimson, who is a more trustworthy 
source than those who are now suggesting that Mr McCloy 
approved this plan. In the World Bank, he has gained a wide 
knowledge not only of the world’s postwar economic difficulties, 
but also of the part which Germany can play in their solution. 

Just as that part is becoming wider, now that the immediate 
aftermath of war is over, so the post which Mr McCloy is to fill 
is much wider in scope than that held by General Clay, who 
was American Military Governor, while Mr McCloy’s formal 
designation is United States High Commissioner. He will not 
only be the American representative on the Allied Commission 
to be set up when the new German constitution comes into 
effect, but will also have authority over all US missions in 
Germany, whether diplomatic or under the auspices of the 
Economic Co-operation Administration. This should at least 
lessen the opportunities for disagreements such as those which 
arose between General Clay and the ECA and of which the 
Germans would certainly take advantage. Mr McCloy is reported 
in Washington to have made his acceptance conditional upon 
being given this wide responsibility. 

One of Mr McCloy’s first duties will be to arrange for the 
transfer of non-military functions in Germany from the Army to 
the State Department. In Washington the lines of authority 
within the State Department itself are also being clarified ; in 
particular the semi-independent Foreign Service is being absorbed 
into the departmental system. This is in accordance with the 
recommendations of the Hoover Commission on the Reorganisa- 
tion of the Government and Congress has also passed the legis- 
lation necessary to allow the appointment of the additional 
Assistant Secretaries of State which the Commission advocated. 
The legislation giving the President general authority to carry out 
the Commission’s recommendations has just been unexpectedly 
pushed through the Senate in the record time of 90 minutes by 
the use of shock tactics. There are certain differences between 
this Reorganisation Bill and that passed by the House, but what- 
ever the form in which it emerges from conference, it will give 
the President much greater freedom to improve the machinery 
of government than he has had in the past. 


Shorter Note 


A private firm claims to have developed a new method of 
recovering high quality tin from low-grade ores. With the support 
of government officials the firm is asking Congress to permit it to 
buy the necessary ores from the Reconstruction Finance Corpora- 
tion, which at present has contracted to buy all Bolivian tin, with 
certain specific exemptions, for use in the Government smelter at 
Texas City. 
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HOW LONG DOESIT TAKE | 


YOU TO FILE A LETTER— 
AND FIND IT? 





Shannoblic is Four Times Faster, 
Adjustably:Tabbed in Five Positions 





7 EXCLUSIVE FEATURES 
THAT DOUBLE THE SPEED 
AND HALVE THE COST 


What shape are your files in? 
Can you pick out the very one you want? With the EYE—Not 
thumb-fumbling? 


Can you see every file in its exactly right place? Neat. Orderly. 
Canted slightly back to catch the eye. With no battered tabs, no 
floppy folders, no bulging bottlenecks. 


Your filing system is the core of your business. And it’s the core 
that goes bad just before the rot sets in. And that goes for your 
central filing, your desk-drawer filing, your desk-top filing. 


Here are seven Shannoblic exclusive features :— 


1, Ease in indexing. 


2. Interchangeability of tabs. 

3. Correctly angled—for first sight identification. 

4. Signalled tabs (for special items of extra, visible information). 
5. Suspended folders—on steel hangers, from steel frames. 

6. Reinforced, quadruple-thickness, longer-lasting folders that 


never rub against the cabinet or each other. 


7. Adjustable steel frame—to fit your existing cabinet or desk 
drawer—to go on top of your desk. 


Shannoblic can be used for filing in series. Alphabetically. 
Numerically. Chronologically. Geographically. 

These are some of the time and money saving Shannoblic facts. 
You ought to know the others. The small space below will save you 
trouble in these stafl-shortage days. Tear it out, pin it to your 
letter-heading ; we'll do the rest. 


Nore.—You may also be interested in the Personal File for 


transporting private papers between office and home—or for | 


systematising your domestic affairs. ‘Tick this also if you ARE 


interested. This file is in the form of a handsome crackle-steel 


case, complete with lock and keys and necessary files and labels, | 


adjustable tabs, etc. 





FIRST IN FILING 


The Shannon Ltd 
448 Shannon Corner New Malden 


Surrey 
BRANCHES AT: Kingsway (London), Birmingham, Bristol, Glasgow, Leeds, Leicester, 
Liverpool, Manchester, Newcastle, Southampton, 


- eee in the above system. Please send me full details. Also particulars of 
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h G] revolutionized the commercial 
J Opn over manufacture of sulphuric acid, 
Next to water, sulphuric acid is the most important of all 
chemicals. Its use is so widespread that the volume of its 
production is often taken as a barometer of general industrial 
activity. In 1859 Glover built the first of the “ Glover 
Towers’’, now such a familiar feature of the chemical works 
of Lancashire. He declined to take out a patent for his 
invention and was always ready to show visitors and even 
competitors how it worked. 

Bom at Wallsend, near Newcastle 
on-Tyne, in 1817, John Glover was apprenticed to a plumber, 
but studied chemistry at the local Mechanics Institute to such 
effect that he secured the post of junior chemist in a Tyneside 
chemical works. There he invented an improved method of 
manufacturing alum, and at the age of twenty-five became 
manager of a works making sulphuric acid, hydrochloric acid 
and magnesium carbonate. While thus employed, he thought 
out and constructed the first of his towers. In 1861 he 
became a partner in the Carville Chemical Works, 
where he remained until his retirement in 1882 
Hundreds of Glover Towers, helping to 
make thousands of tons of sulphuric acid, 
stand all over the world as a monumeni iv 


the inventive genius of John Glover, British 


chemical manufacturer. 
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THE WORLD OVERSEAS 





Can Tito Survive? 


(From a Special Correspondent recently in Jugoslavia) 


«PD EACTION in the west hates us; we are not loved in the east. 
R Can we go on in this way ? Of course we can because we 
must, because at present there is no way out.” This is Tito’s own 
gmming up of the present grim position in Jugoslavia. Everyone 
de is asking today whether Tito can find a way out. He is 
ying desperately. His personal position, his life and fundamental 
itical issues depend on the answer, and the strain of the effort 
felt in every aspect of life in Jugoslavia today. The solution 
ie ig attempting is the rapid simultaneous development of 
igdustrialisation and socialism. By industrialisation he hopes to 
, ae rich and powerful; by socialisation he hopes 
a eep the support of his own Communist Party and to 
gow the Cominform and Moscow that they were wrong in 
aying that he was not a good Marxist ; by the successful accom- 
ishment of both he hopes to force Moscow to change its policy. 

cannot achieve industrialisation without some help from the 
west ; yet he cannot be an orthodox Marxist if he leans too heavily 
m the west—that is Tito’s dilemma. 

Meanwhile, the difficulties of his position are immense. At the 
moment it is clear that the Cominform hopes to achieve its ends 
yundermining Tito’s position from within, not by attack from 
wtside, Jugoslavia’s neighbours are not massing troops on its 
frontier, It is clear that if they did attack, the Jugoslavs would 
ally to Tito and fight. There is no evidence to be found in 
jugoslavia today that the army is not behind Tito. It is about 
230,000 strong, has some heavy armament and a lot of hybrid 
modern light equipment, and is obviously stronger as yet than 
the combined armies of the immediate neighbours. .The visitor 
all parts of the frontier areas today sees the army much in 
widence, but there is nothing to indicate that the Jugoslavs expect 
whave to use it in the near future. 

The state organisation against attack from within—always 
dicient in postwar Jugoslavia—has been tightened and perfected 
in the past year. ‘Rankovic’s organisation of militia, secret police 
ind security troops is by now a very highly trained body of men. 
Cases that have been reported in the newspapers of trials of 

orm agents in Slovenia, Croatia, Serbia and Montenegro 

show the careful watch that is being kept. The many widely 
elated stories of people arrested, cross-examined. about their 
piitical connections and then released, show how wide the net is 
ast. A check is kept on the political activities of all visitors and 
atigens. In these circumstances it is not surprising that there 
§ nothing to show that any opposition has succeeded in organis- 
ing itself, Fanatical pro-Moscow Marxists inside the Communist 
party are still the most likely source of opposition and vigilance 
Mthe party is intense. It is admitted that there have been purges, 
‘at patty membership has been reviewed in detail and new 
membership cards reissued (reported from time to time in 
he newspapers), If Cominform supporters have evaded this 
tomb-out they must be lying very low. They have before them 
the ple of the ex-Ministers Hebrang and Zujovic who are still 
gaol without trial. The eight members of the Politburo seem 
© be solidly pro-Tito ; Pijade, the most outstanding old-time 
unist who was not denounced by the Cominform, has 
‘ome forward as the government spokesman in the bitter con- 
that are being continually waged in the press against 

and the other Cominform countries. 

At one time it was expected that Tito might be attacked through 
the regional republics. It does not seem likely at the moment. 
: ia and Montenegro were regarded as the weakest links 
Mthe chain, but Tito seems to have strong contro! in both these 
“eas. There is a long tradition of independence in Montenegro ; 
"i$ @ poor area, whose people are the first to suffer in times of 
“onomic difficulty like the present, when food and transport are 
short and distribution is inefficient. There have indeed been 

s in Montenegro, the most recent of which were the 
t of the supreme court, Jovanovic, and a communist 
Lekic who got away to Albania. But the chief leaders in 


Montenegro are so far firm and special attention is being paid 
there both to security and to supply. 

In Macedonia great strides are being made in the development 
of local industries and of agriculture ; this, together with a big 
housing programme, has brought material improvements to the 
lives of many poor people. They are not likely to oppose Tito. 
But there is an old tradition of opposition to Kolisevski, the 
president of Vardar Macedonia ; as late as 1943 and 1944 there 
was a strong pro-Bulgarian faction supporting Metodje Shatarov 
(Sharlo) against Tito in Vardar Macedonia. Although Shartlo 
is said to have been killed during the war, it is possible that the 
Bulgarian idea of an independent Macedonia, equal with Jugo- 
slavia and Bulgaria inside a South Slav federation, would appeal 
to his followers, since that is nearer to their former policy than 
the situation of the present republic inside Jugoslavia. Koli- 
sevski recently admitted that “ten or so” people in Macedonia 
had gone over to the Cominform, and it is known that ten trades 
unionists were arrested in February. But there are, at the moment, 
no signs of wholesale dissatisfaction or opposition in Jugoslav 
Macedonia. In Slovenia and Croatia, the Catholic republics of 
the north, Tito has gained support. It does not mean that 
Catholics or peasants like his policy, but many of them prefer 
the rule of an independent Tito to rulers who take their orders 
from Moscow. Throughout the country Tito has gained support 
from non-Communists for this reason. 


Industry’s Race with Time 


It seems, therefore, that Tito can control the political position 

roviding he has success in the economic field. Jugoslavia’s 
industrial potential is great, but development this year is almost 
certainly not as far advanced as was envisaged in the Five Year 
Plan ; and this is due in part to the fact that plant and capital 
equipment originally planned to come from the USSR and other 
Cominform countries have not been received. The basic question 
at tha moment is whether this essential equipment can be 
imported from the west in time. In Beigrade, in recent weeks, 
there have been negotiations with American business men, with 
British and French trade delegations, and with representatives 
of other western countries. The west can supply the goods if 
Jugoslavia can pay for them. Jugoslav metals, minerals, timber 
and food are all valuable exports, but large quantities of all 
of them are needed to pay for expensive capital equipment ; and 
one of Tito’s major difficulties is to see that Jugoslavia is not 
committed to deliveries beyond the productive capacity of the 
Jugoslav workers. This is already a danger both in the matter 
of copper and of food. 

The Government’s insistence on the importance of production 
is s¢en in every aspect of life in the country. Miners and heavy 
workers receive three times as much flour, five times as much 
meat, three times as much sugar and two and a half times as 
much fats as ordinary producers. There are still complaints 
about absenteeism of workers who go home to their peasant 
families to help get more food. There are also complaints about 
inefficiency and slowness in mines and factories. The trouble is 
that most of the industrial workers are raw peasants who know 
nothing about machines, and this is a difficulty which only time 
and experience can remedy. With this lack of machinery, 
inexperienced workers, shortage of food, housing and consumer 
goods the problems of production are enormous. ‘Tito has one 
advantage to outweigh these difficulties: the Jugoslav workers 
are among the hardest working people in the world. If they 
get enough food they may yet help Jugoslavia to pull through. 

The problem of providing food for home consumption and 
export is of fundamental importance. For all the last year the 
food situation for all Jugoslavs, except the peasants, has been very 
difficult. If Tito is to get continued hard working support from 
the townspeople, there will have to be improved food supplies. 
That is the explanation of Tito’s and Kidric’s repeated assurances 


that fats and wheat would not be exported this year. Plans are 
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already being put into effect to meet the need. Work has been 
started on drainage operations to release new land for cultivation 
in the Skadar Lake and Lonja Plain areas. Great works of irriga- 
tion have been undertaken in the Vojvodina in Macedonia and 
other parts of the country. The drive for the increase in the 
numbers of co-operative farms also aims to step up production 
by increasing the size of agricultural units. It also gives the 
Government more control over food collection.. There were 
910 co-operative farms in Jugoslavia at the time of the Comin- 
form denunciation a year ago; there are now 3.710. But this 
still leaves the greater part of food production in the hands of 
individual peasants. 

Food collection in the past year has not been entirely satis- 
factory, particularly as regards meat and fats. It was officially 
stated that 84 per cent of the meat quota had been collected, 
and it is admitted that a lot of slaughter of young animals goes on. 
This year the quotas of cereals required from peasants have been 
raised enormously, leaving very much less for disposal on the 
free market. It remains to be seen whether these measures will 
be effective. Agriculture is the only branch of the Jugoslav 
economy which has not yet been drastically socialised. Industry, 
commerce, both wholesale and retail, and every other significant 
aspect of the country’s economy have now been nationalised and 
Tito can reasonably claim that the socialisation of agriculture is as 
far advanced (if not further) in Jugoslavia than in any Cominform 
country except Russia. 


It will be at least two years before Jugoslavia can reap the 
benefits of these changes, both in industry and agriculture. The 
problem for Tito is to keep the hardworking support of the general 
body of the people during that time. He must have trade with 
the west, and has to arrange it in such a way and on such terms 
as to keep the support of his own ardent Communists. He cannot 
succeed without a large measure of luck. A bad harvest this year 
might turn the scales against him. 


The Burden of Italy’s 
Ex-Colonies 


OuGnuT Britain to be glad or sorry that the Bevin-Sforza com- 
promise covering Libya, Eritrea and Somalia failed to satisfy the 
United Nations ? As was recorded in The Economist \ast week, 
this compromise failed, by the narrow margin of one vote, upon 
its clauses covering Tripolitania, to secure the two-thirds majority 
that was necessary for its adoption. It was to stand or fall as a 
whole. So the whole fell through and the British caretaker 
administration carries on. 

From the standpoint of Anglo-Arab relations, there is reason to 
be glad. The compromise, by offering temporary guardianship of 
Tripolitania to Italy, had for a week set the Tripolitanians in 
particular and the Arab world in general by the ears. It is con- 
ceivable that the proposed British-sponsored return of Italian 
colonists could have created for Westminster the Palestine problem 
of the 1950s. But from the standpoint of most of the Africans 
concerned, the vote was a disaster. For it blocked the chance of 
2 permanent settlement at least till the next Assembly—and if that 
repeats the deadlocks of the last, for an indefinite time. It there- 
fore robs 3,000,000 Africans of all chance of attracting long-term 
naan and of planning an assured future. What happens 
next 

For the moment, the old British Military Administration, now 
transferred to Foreign Office management, continues. French 
management continues in the Fezzan. But the British adminis- 
tration labours under some dreadful handicaps. How can it 
attract good staff when it does not know its own term of office ? 
Is it wasting time and money if it initiates the long term plans 
and surveys that are the only means of improving the staple local 
industry, which is agriculture? Temporary caretakers are, by 
their very nature, not investors. Yet territories cannot mark time 
for ever. A moment comes when, physically as well as in the 
matter of morale, they begin to slide back. Everywhere, except 
in Cyrenaica and the Fezzan—where there is a likelihood and a 
hope of at least ten years of British and French tutelage respec- 
tively—that moment is at hand. This is a black lookout for the 
reputation of the west in Africa. 

The British, therefore, are in the position of wishing, for two 
good reasons, to slough off part at least of the burden of their 
conquests of 1941-43. One reason is that, though they are 
working as hard as the funds at their disposa] will] permit, they 
are winning no credit for themselves or for the west in the 
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process. 
incurring some unwanted expenses for which he sees no appre- 
ciable return save the strategic advantage of being in Cyrenaica 

The three territories in question have never been economically 
viable. Exhaustive geophysical surveys carried out during 
Mussolini’s autarky campaign revealed that they produce no ip. 
dustrial raw materials of value. Except an occasional good harvest 
year in Libya none of them can feed itself even at the low standard 
of living they have hitherto known. Even before 1934 (the year jn 
which Mussolini began to squander money on them in pursuit of 
his expansionist plans) they were a financial liability to their owner. 
By 1938, ltaly was pouring into them 19.8 per cent of its exports 
and receiving from them only 1.4 per cent of its imports. The 
postwar figures that represent their economic life and the cog 
of their administration fall, happily for their British managers, g 
long way short of this unbalance. Nevertheless, the burden js 
heavy :— 

Budgetary Deficits: years 1941-49 


£ooo sterling 
Tripolitania soe OS 
Cyrenaica ... ... 2,646 
Eritrea lo’ ccc ae 
Somalia sod) ces. 


These figures include a grant of over half a million pounds to 
Tripolitania for the purchase of wheat in the disastrous harvest 
year of 1947—a gift which may be recovered in kind in the 
present bumper year. But they exclude the cost of a locust con- 
trol campaign in Somalia and—a heavier item—the cost of 
British departments and agencies working for the territories but 
situated outside them. In all, the management of the three areas 
has cost the British taxpayer over £11} million in direct grants in 
aid over the years in question. All three territories also show 
an adverse trade balance over the period :— 


Adverse Trade Balance : years 1941-49 
£ooo sterling 
Tripolitania «+. 2,000 


Cyrenaica ... ... 2,700 
Eritrea bass ato 
Somalia a hs Se 


Another {£17} million must therefore be added to the liability 
that the three areas constitute for their British administrator. 

All experts agree that, given time and some money, they could 
be made to yield more than they do. Undoubtedly, the British 
money would be differently—and probably more remuneratively 
—spent if the British term of office were known. For instance, 
Libya, provided that the limited water supply were not being 
absorbed, as in Balbo’s day, by the settlement of immigrant 
colonists in large numbers, might be converted into a wool and 
meat producing area not unlike the more arid sheep-lands of 
Australia ; but it would first need to learn to grow guinea grass 
instead of feeding its southern flocks only on spring. cactus. 
Somalia, hitherto largely in the tsetse belt, might also produce 
meat given modern control of cattle disease. It could also, 
perhaps, supplement Asia’s rice supply by the development of 
mechanised hill paddy farming. All three territories offer 
repaying possibilities provided that planning concentrates upon 
the commodities for which there appears to be a permanent and 
steady world market overseas, and avoids a lapse into quick cash 
crops designed to render settlers solvent. But under the present 
uncertain conditions of management, there is no money for such 
innovations. There is not even the impetus to plan. Nor is there 
a chance, either economically or politically speaking, of attracung 
or introducing the big foreign corporation that is proving to be 
the only means of making such changes quickly. 


Dangers of the Deadlock 


It follows that if the Assembly continues—on account of the 
even balance between the partisans of the Arabs and the partisans 
of Italy—to fail to break the deadlock about a settlement, there 
must develop in Africa three economic cancers, each territory 
riddled with resentment against the” western world, To avoid 
this, the British and American Governments should do all in theit 
power to secure, before the September Assembly, agreement (© 
a partial permanent allocation of the ex-empire—that is, of Eritrea. 
Somalia, the Fezzan and Cyrenaica. None of the settlements 
pro for these in the Bevin-Sforza arrangement was gravel) 
in dispute. There remains the problem of Tripolitania. This 5, 
certainly in British and no doubt also in American ¢stimavon, 
balanced upon a knife-edge. On the one hand there is the se" 
to respect local wishes and earn the respect of the Arab world 


The other is that their overburdened taxpayer js | 
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GEARS 


Throughout the world’s industries incalculable 


millions of horsepower are transmitted by gears of 
one kind and another, which in countless instances 


form the most efficient, reliable and convenient link 


between motor and machine. For thirty-five years 


Turbine Gears Ltd. have specialised in industrial 
gears and gear units, ranging from units small 
enough to be picked up with one hand to giants 
weighing over fifty tons and transmitting a thousand 
horsepower or more. In Britain and abroad, in rolling 
mills, cement mills, rubber works, coal mines, 
ind plants of many other kinds, their products 
ae doing their inconspicuous but vital work—as 


they did in “‘Pluto” and “‘Mulberry” during the war. 


One of many ways in which the Simon Engineering 
oup serves the fundamental needs of civilisation. 
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Africa ; on the other, there is the need to satisfy an Italian Govern- 
ment that is struggling to make of Italy a tranquil member of the 
Atlantic Powers. Who is to initiate the next step? Its proposer 
cannot be Italy after the rebuff at Lake Success, and is unlikely 
to be Britain, after the same recent kick for its pains. The United 
States maintains a winter air base in Tripolitania. It would repay 
the Americans, therefore, to invent some means of stopping the 
political decay that is setting in there, for Tripolitania is an 
important stopping place on its route to Greece and Turkey. 


Brazil in Need of Dollars 


[FROM OUR CORRESPONDENT IN RIO DE JANEIRO} 
PRESIDENT Dutra’s stay in the United States, where he is spend- 
ing nine days as a guest of the American Government, has been 
Officially described in Rio as a purely courtesy visit. It comes, 
nevertheless, at a difficult point in US-Brazilian relations. 
Brazil’s dollar shortage is seriously affecting mutual trade. Behind 
it lie many problems which must be tackled if Brazilian production 
and exports are to be increased. They have been earnestly dis- 
sected, in Brazil's own Salte Plan and by a US technical mission 
headed by Mr John Abbink, who is now advising the US State 
Department on “ Fourth-Point aid,” but they remain unsolved. 

The dollar problem is not, of course, a purely Brazilian 
phenomenon. It is pointed out in Rio that the country’s holdings 
of soft currencies are far larger than its dollar deficit. But the 
reminder is cold comfort, for it remains true that broadly half 
of the country’s foreign trade is transacted with the United States. 
The growing scarcity of the indispensable dollar is disconcerting 
American business interests on whom Mr Truman relies to 
implement “ Fourth-Point aid,” and US strategic interests give 
the State Department a real and openly-avowed interest in keeping 
Brazil commercially on its feet. There are signs here that 
American exporters, who generally have to wait from three to 
six months for their money, are becoming much more exigent 
about payment, and that American business interests here are 
suffering accordingly. Brazilian car and truck assembly plants 
of the Ford and General Motors interests, to which extensions 
had been planned—and in the case of General Motors almost 
completed—have reduced their output to a trickle during the 
past few weeks and laid off many workers. American manufac- 
turers of tyres, agricultural implements and electrical appliances 
are in a similar quandary. 

Quite apart from the Brazilian Government’s commitments, it 
is reliably estimated that Brazilian sight obligations to US 
exporters now total $215 million. Talks are believed to be in 
progress with American bankers which may lead to an “ unfreez- 
ing” loan, but, if a repetition of present conditions is to be 
avoided, it is pointed out by American observers in Rio that 
any such accommodation would require to be carefully handled 
and its purposes strictly controlled. This situation is also dis- 
comfiting Brazilian business men. One of the shrewdest, Sr 
Valentim Boucas, who is very close to the Brazilian Finance 
Minister and has been described as Brazil’s “ dollar-a-year-man ” 
in US-Brazilian relations, believes that an “ unfreezing” loan of 
$200 million could be wiped off in two years by applying to its 








World Record 


A record of events, of facts and of figures, world-wide in 
scope, and indexed monthly—to provide readers with this 
service is the function of the weekly Records and Statistics 
supplement to The Economist. Nowhere else in the world 
are so many facts put so promptly on record—and the 
monthly cumulative index enables these facts to be found 
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redemption a fifth of the proceeds of Brazilian ex 
United States over that period. At the present level 
trade, however, this would also mean careful restriction of im 
from the United States. In Sr Bougas’s view, some 5 — 
is necessary if Brazil is to avoid relapsing into an old 
warding off financial crises by printing more paper money and 
obtaining foreign loans. In fact, among the conditions which 
it is said here—American lenders are likely to exact for is 
“unfreezing” loan is a guarantee that the value of the cruzeiz 
would be protected. r 


habit of 


No Action on Development Plans 


It is widely recognised that such a loan would in itself be on} 
a palliative, and that positive improvement in Brazil’s balance 
of payments must eventually depend on Brazilian measures to 
put in action recent plans for increasing the country’s pro- 
ductivity. The Salte Plan, which was to come into effect jn 
January, is still before the Senate, whence it must return to the 
Lower House. It is generally accepted that three or four months 
must elapse before it can become law. Meanwhile, three months 
have passed since the Abbink report was presented to the 


Brazilian authorities, with its closely reasoned arguments for 


financial reconstruction and the husbanding of Brazilian re. 
sources, for the improvement of transport, the encouragement of 
agriculture and industry, and the all-important co-ordination of 
these developments. The Brazilian Government has been silent 
on these findings, and stricter measures to stem the outflow 


of Brazil’s dollars have been accompanied by no real progress a 


against domestic inflation and commodity shortages. The most 
reliable index available shows that the cost of living in Rio rose 
by a fifth from January, 1948, to February, 1949. More recently, 
exports of Brazilian staples have been declining in quantity, and 
concern is expressed here over the likelihood that price recessions 
in the United States (Brazil’s largest commodity market) will 
reverse the upward trend of export prices which have so far offset 
the quantitative decline. This has already occurred with cocoa, 
and coffee quotations are now a shade below recent levels though 
shipments are holding up well. 


The momentum of many months of enthusiastic economic 
planning seems for the moment to have disappeared, and both 
the Salte Plan and the Abbink recommendations have dropped 
out of the Brazilian headlines. “They call Brazil the country 
of tomorrow,” remarked a prominent civic administrator recently, 
“but perhaps we are the people of the day after tomorrow; 
unfortunately, in Brazil the day after tomorrow is usually a public 
holiday.” In such phrases the Brazilians are often their own 
unkindest critics. It is difficult for the casual visitor to Rio to 
appreciate the physical obstacles to development in a tropical 
country whose “Rocky Mountains” line its eastern seaboard, 
shutting off from the coastal communities vast regions like the 
Goids plateau, where experiments have shown that immigration 
and transport could undoubtedly transform agriculture into a 
major Brazilian industry. It could be a source of prosperity, not 
only for the manufacturing centres where Brazilian capital coagu- 
lates, but for the whole Brazilian people. 


President’s Hopes in Washington 


Against this background President Dutra’s “courtesy” visit 
to the United States gathers significance. At his own request be 
is to spend two days inspecting the work of the Tennessee Valley 
Authority. His interest is far from academic. For years Brazilians 
have dreamed of harnessing the Paulo Afonso Falls. Bigger than 
Niagara, they are at present nothing more than a hindrance to 
navigation on the Sao Francisco river in Brazil’s desolate north- 
east. A hydro-electric scheme here is one of his many dreams, 
and President Dutra has set his heart on it, as a means of 
infusing life into a vast stagnant belt where agriculture languishes 
and there is no power for industry or transport. He has set his 
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sights high, and it seems unlikely that he will find no time in 7 


Washington for a frank discussion of more immediate problems 


which are in the forefront of both Brazilian and American thinking. j 
The strength of the Brazilian President’s entourage is also 


significant. It includes Dr Raul Fernandes, a canny and capable 


Foreign Minister, and Dr Souza Costa, the leading champion — 


of the Salte Plan in Congress. After this visit, Sr Correia ¢ Castro, 
the Brazilian Finance Minister, has officially announced his mten- 
tion of going to Washington in June, at the invitation 

John Snyder, US Secretary of the Treasury. It is an open secret 
in Rio that a dollar loan and some agreement on the Abbink 
proposals both figure on his agenda. It is at least clear thal the 
Brazilian visits will shape US-Brazilian relations for some ume 
to come. 
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Carbon Tetrachloride has many uses. It will put out 


fires, it will clean clothes. 


It is a solvent for rubber, 


oils, fats and greases; it will cure liverfluke in sheep; 
it is also a useful chemical reagent. This versatile 


How photography helps 


BABCOCK & WILCOX 


This huge pressure vessel built by 
Babcock and Wilcox has to with- 
stand tremendous forces — 4,000 
tons for instance on each of the 
ends. With X-ray inspection of 
every welded seam the makers can 





IT'S SAFE 


@ 400,000 volt X-ray apparatus 
to penetrate the thick walls of 
such vessels and ‘Kodak’ X-ray 
materials to record the results and 
provide proof of sound construc- 
tion to inspection and insurance 
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chemical is made by Albright & Wilson Ltd. 


ALBRIGHT & Wiison 


CHEMICALS 


CARBON oe. 
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This Microphone makes dictation the simplest ever. It gives you complete 
control of the ‘* Recordon "’ Dictating Machine. Press the button and your 
speech is magnetically recorded in the pure tonal qualities of your voice. 
To stop dictation, release the button. To hear play-back, flip a switch on 


Typist's 





Featherweight 


“Recordon " and listen. This executive type microphone is only one 
of several refinements available with the ‘* Recordon.”’ 


OTHER FEATURES INCLUDE: One 


Receiver, im- 


machine for i ibi ceptibly worn, weighs only 2 ozs. 
Use of Sssipenst ve janet are Confidential correspondence guaranteed 
ay which can ne oF ee: 
folded a rmulae 

w fled indefin- oy Scrolls. Made in 
tly, OF can be ZR OTE A Ih England. Protected 
co | Sa 

reign Patents an 
oer agian - PAR SEAS a Poscaes pending. 

~ Manufacturers and Sole Distributors 
THERMIONIC PRODUCTS iTD., 


Office: Morris House, Jermyn St., Haymarket, London, S.W.! 
Phone : Whitehall 6422/3 /4 que 


be certain that it is safe. They use | authorities, 


Can Applied Photography help you? WRITE TO 


KODAK 


KODAK LTD - Dept. E.564 - KODAK HOUSE . KINGSWAY . LONDON . W.C2 
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Water won't wet 





One of the most remarkable characteristics of 
Tygan is that it is a fabric which won't get wet. 
You can sponge it down to clean it. You can 
use it out of doors, and it won't rot or mould. 
As a flyscreen in the tropics, it is unaffected by 
conditions of extreme humidity. On board 
ship it doesn’t even mind sea water. 

The negligible water absorption of Tygan, 
combined with its excellent wearing and 
hygienic. qualities, commends it for a wide 
range of special uses. For the seats in cars, 
buses and trains ; for garden furniture ; for 
chairs in cafes, bars, hotels; for cinema and 
theatre seats. 





- TYGAN PLY NET 


Write for illustrated folder with paticrns, quoting reference K7 
to FOTHERGILL & HARVEY LTD., Harvester House, Peter Street, 


Manchester 2 
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This question of Exports 


We are all of us striving to increase the sale of 
British goods in foreign markets. But trading 
abroad is a specialized business and the manufac- 
turer who enters the field for the first time treads 
unfamiliar ground in more ways than one. To help 
him, the Westminster Bank has issued a booklet 
which deals in non-technical language with the 
intricate business of export finance. It describes, 
too, some of the ways in which the services and 
resources of the Bank can be used to advantage by 
the manufacturer and trader. Ask at any branch 
for a copy of The Foreign Business Service 
of the Westminster Bank 


WESTMINSTER BANK LIMITED 








The founder of London’s Royal Exchange was the famous 
Sir Thomas Gresham whose sign of the Grasshopper so well 
known in London is combined with the emblem of Liverpool 
in the Coat of Arms of Martins Bank. 


The Exchange or Bourse established by Gresham was 
used for the business of the Goldsmiths who were the bankers 
of the sixteenth century. 


Martins Bank, with its agents and correspondents through- 
out the world, provides an efficient and complete banking 
service for its customers. 


MARTINS BANK 


_ LIMITED 
LIVERPOOt, LONDON AND 690 BRANCHES 
Total Assets (as at 31st December, 1948)—£320,849,856. 
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LLOYDS 
BANK 


1677 


LIMITED 
For every class of 
Banking Business 


Chairman 
The Rt. Hon. Lord Balfour of Burleigh, pb... 


Vice-Chairmen 
R. A. Wilson, Harald Peake, 
Sir Jeremy Raisman, G.C.1.E£., K.C.S.1. 


Chief General Managers 
E. Whitley-Jones, A. H. Ensor 


Joint General Managers 
R. G. Smerdon, m.c. R. T. Fagan, p.F.c. 
E. J. Hill, F. O. Faull 


HEAD OFFICE: 
71, LOMBARD STREET, LONDON, E£.C3 
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A Flower Market, Rome. 


Rome, Paris and the Riviera . . . New sights, new sounds, new horizons. 
But the colour and busile of foreign shops and markets remain the most 
vivid memory of our continental holiday, And the money with which we 
bought those honey sweet oranges, that lovely length of silk and those 
ingenious toys? Well, we took Travellers Cheques issued by Barclays 
Bank. We got them from our local branch, as casily as paying S stamp, 
and we changed them whenever the need for money arose. The Bank 
took care of all the financial technicalities, and left us free to plan the 


tfect holiday. The Manager of your local branch would do the same 
or you. 


BARCLAYS BANK LIMITED 


Associated Companies on the Continent 
BARCLAYS BANK (FRANCE) LIMITED 
BARCLAYS BANK S.A.I. ROME 
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BRITISH BANKING SURVEY 


This survey, and an accompanying special 16- 
issue of the Records and Statistics Supplement, 
wartime shortened version of The Economist 


+ wren seeded aon 


995 





page selection of Banking Statistics which appears in. this week's 
is the first of a new half-yearly banking feature which supplanis the 
Banking Supplement which has appeared annually in recent years. 


: This first selection of statistics, which extends and improves the tradit 
: ments, relates to banking in the United Kingdom, Eire and the British 
be published in the autumn with an associated editorial survey, will relate to Foreign and International Banking. 


pe estas aay 


_] — ECENTLY, after the first twelve months of disinflationary 

budgeting, the statistics of British domestic banking have 
gun to conform to the pattern which well-informed observers 
pedicted when the Crippsian prescription was first adminis- 
wed. It was then contended that a budget surplus large enough 
pxhieve a monetary equilibrium in the nation’s whole economy 
implied not a deflation but a stabilisation of the volume of 
macy. The Government, thanks to its budget surplus on 
j curent account and to its use of the sterling counterpart of 
britain’s external deficit, was likely to be able to finance the 
"4 whole of its own capital outgoings and still have funds available 
|] vtedeem indebtedness to the banking system. But, if the 
4 ution’s capital account as a whole was in equilibrium these re- 
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pyments of Government debt would just suffice to offset the 
'] dit effects of net new demands upon the banks from the 
iH pivate sector of the economy. In the absence, then, of other 
i isorting influences it was likely that the expansion of bank 
— | | &posits would at last be checked and that a decline in bank 
widings of floating debt would be approximately balanced by 
| “expansion of other assets. 

1} Acomparison of the latest monthly statement of the clearing 
"4 wks with that issued twelve months earlier, at the time of 
'] St Stafford Cripps’s first budget, fits this pattern almost 
|} wxctly. In the twelve months to April 1947, net bank deposits 
if "x by £706 million ; in the following twelve months they rose 
ae million ; over the past twelve months they have fallen 
7 ‘ghtly—the first decline, on any annual comparison, since the 
‘I wartime credit expansion began more than a decade 
ne 1948-49, net new demands for advances have been 
: Smaller than in the earlier years, yet they amounted to 
eres and the banks also added £19 million to their 
Mt portfolios. On the other hand, other bank assets, 
7 %en together, declined by roughly £153 million. The scissors 
twement between the so-called “earning” assets and other 
| 4 «ts is very pronounced ; but it probably understates the 

] ‘eat of the wing from Government finance to private finance. 
} ‘san object lesson in the credit effects of disinflationary 


yi Ocenia 


Sources or Crepit Creation, 1945-49* 
Changes in Deposits and Assets of Clearing Banks 








(£/ Million) 

——... hd ap inn heard ‘ 2 as - . one 
Year to April | 1946 | 1947 | 1948 | 1949 
pe doa a S. \— anal 

Bi Deposits... seeee +m | -9 
Mivances. 252 | 428 
brsenig*2°172702° t a}eas | is} 
Other A. 


Bis and 

» and Call Money. }4+ 415 + 40 oe 

{iasury Dep. Receipts ~ 372+ 81 |— 103}+304 |— W6>— 6 
ho 2 + 38 3 Yi : 





+ 39 
— 24 $-155 
+ 22 


* In the two latest Safford a rough indication of the division 
uv inane between the prtcove won the pablie cecines of the eooeenay. But in the earlier 
the ‘phase of the drive for cheaper money im which the “taps” were open for 
loans, a high proportion of the increase in bank investments probably 

finance for the doveremeat: 





ional form of the prewar Banking Supple- 
Commonwealth. A second selection, to 


Towards a Monetary Equilibrium 


budgeting, it is instructive to contrast-this pattern with the 
Picture presented by the earlier postwar years of Daltonian 
inflation. This contrast is showfein the accompanying table. 
At first glance, the Government’s record in 1947-48 appears 
relatively good. If Government demands on the banks are 
taken to be measured by the change in “ other” assets—in 
2 period in which no tap loans were running, they are certainly 
not overstated by such an assumption—there was, even in this 
eve-of-disinflation phase, a small net repayment. Superficially, 
Dr Dalton might seem then to have improved greatly upon the 
profligate finance of 1946-47, when floating debt borrowings 
absorbed no less than £336 million and when, in addition, the 
banks added £178 million to their investments which, directly 
or indirectly, must have provided further large sums for the 
Government through the taps. But, unfortunately, the cessation 
of Government borrowing from the banks in the following year 
was no sign ot belated financial rectitude. On the contrary, 
it reflected the huge rate of drawings on external reserves, which 
provided the Treasury with an unprecedented volume of sterling 
finance outside the domestic banking system. . 

This experience gives thé true measure of the purely mone- 
tary achievement of the past year. Despite Marshall Aid and 
the progressive application of “countefpart” funds to debt 
redemption, the contraction in Britain’s external deficit as a 
whole has deprived the Treasury of a large proportion of the 
“external ” sterling finance which it secured in 1947-48. The 
sterlimg proceeds of Marshall dollars, as indeed of dollars drawn 
from Britain’s own reserves, have been applied, as and whea 
received, to redeem floating debt; but simultaneously the 
Treasury has had to find sterling to meet its grants to OREC 
countries and, even more important, has had to provide the 
sterling which has been spent by other countries with which 
Britain has a surplus, since most of the sterling balances which 
are running down are invested in tap Treasury bills. In the 
calendar year 1948, the aggregate of overseas sterling balances 
was reduced by £211 million to £3,362 million ; while in the 
six months to end-December they dropped by no less than £192 
million. The bulk of these released funds had to be found by 
borrowing from the domestic banking system—in effect, by a 
switch from tap bills to TDRs. In consequence, the net volume 
of “external” sterling available to the Treasury in this past 
year has been very much less, after crediting the gross counter- 
part of Marshal! dollars, than it was in the twelve months before 
the ERP period began. If budgetary policy had been no more 
austere than in 1947-48, the Government in these past twelve 
months would have needed some hundreds of millions more 
from the banking system—merely on account of the improve- 
ment in Britain’s “ overall” balance of external payments, 

It is probable, moreover, that Government repayments to 
the banking system during the past year have been appreciably 
larger than the above table suggests. On the one hand, a 
moderate part of the year’s expansion of the banks’ money 
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ul has developed over nearly two centuries, 


| ® CHARACTER IN BANKING 
4 The banking House of Glyn, Mills & Co. 


and its activities now extend to every part 



























of the commercial world, Its service is, 

" nevertheless, still that of a private bank, 
keeping personal and friendly contact with 
each customer, and ready always to help 
and advise on the _ individual financial 

NATIONAL problems arising from the technique of 
PROVINCI modern business. 
BANK GLYN, MILLS & CO. 
f 4 / HEAD OFFICE :67 LOMBARD STREET * LONDON *£C3 
Associated Banks : 
Affiliation: Roya! Bank of Scotland : Williams Deacon's Bank Ltd. 
COUTTS & COMPANY 
| 
Established 1829. | OVERSEAS TRADE, Information and 
guidance in meeting problems arising 
* from the finance of Overseas Trade is 
available at all Branches. 
THE | 
| FOUNDED 1771 
GOVERNING OFFICE - MANCHESTER 
London (City) Office: 
20, BIRCHIN LANE ... . EC3 
PRINCIPAL LONDON OFFICE : 75, CORNHILL, OVER 200 BRANCHES 
7 E.C.3 
; London Committee : 


SIR THOMAS D. BARLOW, G.B.E. 
SIR ROBERT A. BURROWS. 

SIR KENNETH LEE, BT. 

ALAN RUSSELL. 


DISTRICT BANK 


LEhMITED 






Associated Banks: 
THE ROYAL BANK OF SCOTLAND 
GLYN, MILLS & CO. 
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matket assets certainly reflects an increased holding ot com- 
mercial bills ; and, conceivably, even a fraction of the call 
ans secured by bonds May represent finance, at several 
removes, for industrialists who have been meeting their capital 
outlays by lightening their investment portfolios. On the other 
hand, bank advances by no means wholly represent finance for 
the private sector ; and, at least in recent months, there have 
been some important repayments of advances formerly made 
by the banks to public enterprises or to private undertakings 
now swallowed up by nationalisation boards. Probably the 
largest of these repayments during the fiscal year 1948-49 were 
those by the Ministry of Health on account of the hospitals, 
but there were also important repayments by the Airways cor- 
porations and by the Electricity Authority out of the proceeds 
of last autumn’s unexpectedly big loan (in this last instance, 
there were also large re-borrowings). Since the April bank state- 
ment appeared, the bank indebtedness of the gas undertakings, 
believed to have totalled about £31 million, has also been 
deared—nominally out of the proceeds of the placing of Gas 
Stock with the National Debt Commissioners, but in practice 
through increased TDR issues to the banks. 

When all such factors as these—external as well as domestic 
—are taken into account, it is perhaps surprising that the mone- 
ary record of the past twelve months looks so satisfactory. 
Mainly because of the paucity of data available to the mone- 
tary analyst—especially about the Government’s internal debt 
wd gilt-edged operations—it is rarely possible to trace the 
genesis of bank deposits with any assurance, and wide dis- 
parities in the analysis are the rule rather than the exception. 
In the circumstances, the very closeness of the conformity of 
the year’s experience to the predicted pattern ought perhaps to 
be regarded with suspicion. The prediction of the monetary 
consequences of disinflation specifically assumed other factors 
to be “equal”; and since that theoretical assumption is 


997 
unlikely to have obtained, it is worth inquiring whether the 
apparent tendency to equilibrium in the monetary sphere may 
not be a little spurious. 

In the first place, the degree of disinflation stself certainly 
did not reach the intensity which the Chancellor first intended : 
the proof of that is the failure to achieve the man-power targets 
set for 1948, not to mention the retreat from the originally pro- 
fessed policy of allowing transitional unemployment to rise so 
as to afford a little elbow-room. But an insufficiency of disin- 
flation for the purpose of achieving equilibrium. in this real 
sense does not necessarily mean a corresponding insufficiency 
in relation to monetary equilibrium. After all, the Chancellor 
did secure his projected budget surplus with something to 
spare ; and though part of the buoyant revenues may have been 
generated by continuing inflationary pressure, the funds were 
none the less available for debt redemption—a fact which 
underlines afresh the dangers of trying to measure inflation by 
purely monetary indices. Similarly, inflation may have been 
a main source of the profits which Sir Stafford so glibly calls 
“frightfully high,” but they were equally available for the 
financing of industry’s capital outlays—and indeed, given the 
inadequacy of depreciation allowances based on original cost, 
were imperatively needed for that purpose. Yet it remains a 
little surprising, despite the achievement of the budget surplus, 
that the Government succeeded so far in redeeming debt to the 
banks. The nation’s total investment outlays far surpassed the 
expectations on which the first disinflationary formula was 
based, and one would not have thought that by any means the 
whole of this excess occurred in the private sector. Moreover, 
National savings, instead of making an appreciable net contri- 
bution to the Exchequer, made large demands upon it. 

One clue to the puzzle which these inconsistencies present 
may perhaps be found in the difference between calendar and 
fiseal years. | The equilibrium which Sir Stafford hoped to 








Eastern Enterprise 


For over three hundred years men of enterprise and initiative 

have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 

with the specialised banking services that this trade demands. 

Today, in addition to these services, the Bank's wide network of 
branches ensures that a wealth of information on local needs for 
products and services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss their 
Problems with the Managers of the Bank in London, Manchester or Liverpool, 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2 
Manchester Branch : 52, Mosley St., Manchester 2 « Liverpool Branch : 
House, Exchange Buildings, Rumford St., Liverpool 2. ¢ West End (London) Branch : 
28, Charles Il St., Londo, $.W.1 e New York Agency : 65, Broadway, New 

Associated Banking Institution in India : The Allahabad Bank Ltd. 

The Buok’s branch system, under British management directed from London, serves 
INDIA « PAKISTAN . CEYLON « BURMA e SINGAPORE AND FEDERATION 
OF MALAYA ¢ NORTH BORNEO AND SARAWAK ¢ INDONESIA « a 

HINA ¢ SIAM « THE PHILIPPINE REPUBLIC « HONGK 

CHINA ¢ JAPAN 
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THE 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(incorporated in the Colony of Hongkong) 














Capital Issued & Fully Paid Up $20,000,000 
Reserve Funds Sterling... ..  £6,000,000 
Reserve Liability of Members ... $20,000,000 


Head Office: HONGKONG 
Chief Manager : The Honourable A. MORSE, C.B.E. 


London Office: 9, GRACECHURCH STREET, E,C.3. 
London Managers: $. A. GRAY, A. M. DUNCAN WALLACE. 













BRANCHES: ' 
BURMA Swatow Tokyo NTH. BORNEO 
Rangoon Tientsin Yokohama nei Town 
Tsingtao esselton 
CEYLON EUROPE JAVA Kaala 
Colombo Hamburg Batavia 
CHINA Lyons Sourabaya Tawau 
Amoy HONGKONG MALAYA EAE 
Canton Hongkong Cameron flo 
Kowloon ical = hiands Manila 
*Chefoo Mongkok( Kowloon 
Chunking INDIA Tpoh SIAM 
*Dairen Bombay Johore Bahru Bangkok 
Foochow Caleutta Kuala Lumpur ‘ 
Hankow INDO-CHINA Malacca UTD. KINGDOM 
*Harbin Haiphong Muar London 
Moukden Saigon Penang 
Nanking JAPAN re V.S:A. 
Peiping Kobe Sungel Patani New York 
Shanghai Teluk Anson San Francisco 


ure 
* Branches not yet reopened. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken 
by the Bank’s Trustee Companies in 


HONGKONG LONDON 


SINGAPORE 
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THE : 


STANDARD BANK 
OF SOUTH AFRICA Limirep 


Bankers to the Imperial Government in South Africa and to the Governments 
of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika 


Capital Authorised and Subscribed - - £10,000,000 
Capital Paid-up- - - - = = £2,500,000 
Reserve Fund - - - - - -  £5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €E.C.4 


LONDON WALL Branch—63 London Wall €.C.2 
WEST END Branch—? Northumberland Avenue W.C.2 
NEW YORK Agency—67 Wall Street 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking Business of every description transacted 
we at all Branches and Agencies. 








Traders seeking to increase their import 
and export business, manufacturers, in- 
vestors and all interested in expanding the 
field of their activities should explore the 
possibilities of Australia—a prosperous 
and growing country. The first step is to 
obtain these informative Blue Booklets 
available free from your Bankers or direct 
from -— 


BANK OF 
NEW SOUTH WALES 


{incorporated in New South Wales with limited liability) 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


—— 
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Makers of motor cars, paper and cotton goods 
Sellers of carpets, machine tools and chemicals 

Buyers of wool, wines and honey 
All businessmen can learn more about their markets to 
Australia and New Zealand from the Bank of Australasia. 
Current information is available on products required, 
or goods available for export, Advice can be given on 
opportunities for investment and on all shipping problems 
by the Overseas Department of 


THE BANK OF AUSTRALASIA 
Uncorporated by Royal Charter 1835) 
MANAGER : G. C. COWAN 


Head Office : 4 Threadneedle Street, London, E.C.2 
Strand Branch : 263 Strand, London, W.C.2. (Opposite Australia House) 
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The network of branches operated by the 
NATIONAL BANK OF INDIA LIMITED 


covers INDIA, PAKISTAN, CEYLON, BURMA, KENYA, 
UGANDA, TANGANYIKA, ZANZIBAR and ADEN 


With this geographical distribution the National Bank of India Ltd. 
fs particularly well placed to provide market information and a full 
range of banking facilities for all those interested in trade or industrial 
development in these territories. Enquiries are welcomed at the 
Head Office of the Bank at the address given below. 


Bankers to the Government in Aden, Kenya Colony, Zanzibar and Uganda. 
HEAD OFFICE: 26, Bishopsgate, London, E.C.2. 
General Manager; T. T. K. Allan. Deputy General. Manager : N. W. Chisholm 
London Manager: W. Kerr. 
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xhieve in the nation’s whole capital budget was based on 
estimates for the calendar year 1948; and in that period 
there was certainly no equilibrium in bank deposits. They 
rose then by £231 million, only a little less than the rise in 1947. 
was not until last March that equilibrium was approached on 
3twelve months’ comparison. 

Secondly, this difference between the periods points to another 
important influence which is not apparent from a static analysis 
of the figures. In March of last year, it will be recalled, there 
were injected into the monetary system some hundreds of 
nillions of deposits—at least £150 million and perhaps more 
than twice that sum—through Treasury borrowing to finance 
the redemption of the £300 million of Conversion Loan (part 
of which had, of course, already been acquired by the authori- 
ties) and the £150 million transferred by the Argentine Govern- 
ment for the purchase of the railways. Part of the Conversion 
Loan proceeds must have taken some time to percolate through 
institutional channels into general circulation, while the Argen- 
tine moneys, being sterilised at first on the accounts of the 
recipient companies, did not come into circulation for some 
months. They were not fully available until the end of 1948. 
A realistic analysis would therefore treat these sums as credit 
which, for all practical purposes, was created only during the 
course of the year. And this treatment would yield the conclu- 
sion that in the first year of disinflation the effective volume of 
money, so far frgm falling slightly, expanded by at least £150 
million. In terms of the disinflation analysis attempted earlier 
in this article, this would mean that, by making an advance 
payment to Argentina in March, 1948, and borrowing from the 
banks for that purpose then, the Government avoided the subse- 
quent borrowing which its supply requirements during the year 
would otherwise have involved. In terms of gilt-edged policy, 
and of the public’s demand for liquidity, these operations of last 
spring meant that a large supply of additional cash was becom- 
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ing available throughout the ensuing eight or nine months with- 
Out any corresponding credit creation at the time, 

There is no doubt that, given the presumed desire of the 
authorities at that time to prevent any further fall in gilt-edged 
values, some addition to the supply of liquid assets was needed, 
Otherwise, the uneasiness produced by the “ once-for-all ” 
capital levy and the Berlin crisis would have put heavy pressure 
on the market. Surprisingly, the authorities during last 
summer were permitting a further large rise in deposits even 
after the position of gilt-edged had been fully restored ; their 
actions thus supported a strong advance in both gilt-edged and 
equity values. This soft monetary policy, which aligned so 
oddly with the aims of the disinflationary budget, was criticised 
in these columns and elsewhere. In retrospect, it seems certain 
that the immediate cause of the continuing credit expansion 
arose from the rapid contraction of the overseas deficit and the 
heavy demands for repayment of sterling area and other overseas 
holdings of Treasury bills. There was apparently no intent to 
boost the markets ; and, indeed, empirical evidence suggests that 
the “departments ” during the year have been going short 
rather than long. But the fact that these consequences in the 
markets were apparently not foreseen, and that no effort seems 
to have been made to restrain them—they could have been 
restrained quite easily—affords an interesting commentary on 
the subordinate and even casual role to which monetary policy 
has been reduced in the general scheme of policy. Even within 
the narrow limits set by “orthodox” cheap money objectives, 
monetary policy could play a more useful part, and certainly 
could be prevented from working against the objectives of 
budgetary policy. Perhaps the prudent decision not to redeem 
the National War Bonds, 1949-§1, on their earliest redemption 
date and the restraint shown a few weeks later in the launching 
of the Gas Stock are signs that this is at last being recognised. 

But, given these various uncertainties, it would be rash to 
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gsume that the stabilisation of the level of bank deposits has 
yet been surely attained. Moreover, the whole capital account 
is on paper less securely balanced by the latest budget than it 
gemed to be at this date last year. Prediction now is even 
more hazardous than it was then ; but the static analysis would 

est that Government repayments to the banks are less 
likely fully to offset other demands on them—unless a recur- 
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rence of the external deficit gives relief to the domestic 
economy in the sense of releasing goods which really are needed 
at home and must otherwise be found from other sources. But 
most bankers would probably predict that, if recession develops 
further, its early effects will be seen in an accumulation of 
stocks, in rising rather than falling bank advances—and in an 
end to the long phase of virtual immunity from bad debts. 


Banks and Overseas Trade 


HE British banks have played their full part in the 

exceptional expansion of overseas trade during the past 

. The volume of financing of international trade through 
British banks—the clearing banks, acceptance houses and 
overseas banks—has increased during the year faster than 
the expansion in the overseas trade of the United Kingdom 
alone would suggest. Not only have British banks participated 
in the increased trade of the whole sterling area, but the area 
within which sterling has been transferable and used as an 
instrument of finance has itself increased. There has, therefore, 
been a steadily expanding trend in the overseas trade financing 
of British banks. It needs to be noted, however, that in the 
last few weeks some of the business resulting from these demands 
has acquired a slightly undesirable character. With increasing 
takk of exchange readjustments, involving a devaluation of 
sterling, there have been certain requests by overseas interests 
for sterling credits which, though presented in the guise of 
commercial transactions, have been little more than veiled bear 
operations against sterling. Due warning has been given by 
the authorities to British banks to scrutinise their overseas 
credit operations with special severity so as to reject any 
proposition which might harbour this undesirable taint. 


In point of velume of overseas trade financed, the British 
banks probably had a record year in 1948. Although a con- 
siderable volume of trade is still handled directly by the Govern- 
ment, the trend during the past year has been to restore freedom 
to markets and, even where the Ministries remain the dominant 
factor in any market much of the business is being canalised to 
merchanting firms and normal banking channels. 

One feature common to the bulk of this financing of overseas 
trade is the fact that it has called for very little actual credit 
facilities from the banks. The majority of the contracts through 
which overseas trade is transacted involve payment against 
documents. The banks open documentary sight credits and are 
put in funds by the importers, whether at home or overseas, 
so as to enable them to pay on delivery of the shipping docu- 
ments without having to extend any credit. Though that is 
the normal procedure, there are many cases where credit is 
extended. Acceptance credits are granted on a fair scale, typical 
examples being the wool credits to France and the three months 
credits by which a considerable part of the machinery exports 
to South America are financed. But in relation to the whole 
volume of international trade financed in sterling, the part 
cevered by cash advances and acceptance credits is small. 
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The reduced demands for bank credit for this purpose are 
in part a reflection of the greater liquidity of industry and 
commerce throughout the world. The recent decline in this 
type of business is also due to the Intra-European Payments 
scheme under which deficit countries towards the sterling area, 
which might normally be claimants for credit in the London 
matket, have their credit needs satisfied through the contribu- 
tions granted under this scheme. There is no doubt that a 
considerable increase has taken place in the volume of commer- 
cial paper discounted in the London market, but the bulk of this 
paper is of domestic origin. 

The banks have not derived profits from the financing 
of overseas trade in any measure commensurate with the 
growth in that trade. Not only has the call for credit facili- 
ties been relatively smaller, but the foreign exchange business 
attendant on such trade is inclined to yield smaller profits now 
that the business is controlled and has to be transacted at fixed 
rates. Moreover, exchange control with its attendant form-filling 
has considerably increased the administrative charges. 

One of the grounds for legitimate complaint by commercial 
banks is that they are called upon to play only a meagre part 
in the financing of trade under the European Recovery Pro- 
gramme. The Economic Co-operation Administration, by virtue 
of the Foreign Assistance Act of 1948, has set out the alternative 
procedures that may be followed in making payments for 
deliveries to the recipient ERP countries. Broadly, the methods 
fall into two categories. Under the first, which is that normally 
used by the British Government, payment to the supplier is 
made by the “approved applicant” in the receiving country. 
In Britain the approved applicant is the Government itself. The 
Government then proceeds to reimburse itself from ECA as 
soon as it has in its possession the full documents showing that 
the goods for which it received the “ procurement authorisa- 
tion” have actually been delivered. The documents have in 
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this case to be sent to ECA in Washington. The business j; 
transacted by Government and ECA officials, and some weeks 
may elapse between the disbursement by the UK Government 
to the supplier and its reimbursement by ECA. It has 
been estimated that at times as much as the equivalent of 
£65 million has been outstanding in this manner, so that 
Britain’s gold and dollar reserves are in effect understated 
correspondingly. 

The second method must also start with a procurement 
authorisation, but instead of making the recipient government 
the approved applicant and the paying agent, that work is left 
to a commercial bank in the United States. Under this pro- 
cedure ECA issues letters of commitment covering all procure 
ment authorisations under which suppliers have made deliveries, 
The bank in the United States pays the supplier and recovers 
from ECA. This recovery is normally effected through the 
ECA office in New York, and the delay between payment to the 
supplier and recovery from ECA is normally about two or three 
days. The US banks have recently been charging 2 per cent 
for advances under letter of commitment procedure. 

The letter of commitment procedure is that normally followed 
by most recipient countries. The United Kingdom is, however, 
an exception. The decision to make the British Government 
the approved applicant, to avoid making use of the services 
of US banks and thus of the services of British banks acting as 
their agents on this side, was -perhaps due to the desire to 
economise dollars. If that was the intention, it may well have 
miscarried. If the handling of documents under the first 
method immobilises funds appreciably longer than under the 
second, the charge saved may be lost many times over. A 
false sense of economy by the British Government may be 
depriving the commercial banks in this country of a fair volume 
of additional business in the transactions of which they would 
more than earn the costs charged by them. 








An outstanding example of four- 
teenth century Gothic architecture, 
comparable to Rheims cathedral, 
the church of St. Nicholas is the 
most notable of the 360 churches 
which lie within the boundaries of 
the walled city of Famagusta. Now 
used as a mosque for the Moham- 
medan population, the building is an 
abiding memorial to the culture and 
prosperity of Cyprus during the rule 
of the Lusignan dynasty. 
Subsequent occupation by the 
Venetians and the Ottoman Empire 
reduced the fortunes of the island to 
a low ebb, but from the end of the 
nineteenth century Cyprus began to 
recover some of her ancient import- 
ance as a centre of Mediterranean 
commerce. Today the port of Fama- 
gusta handles much of the island’s 
trade, though carobs, wines and 





citrus have replaced the precious stones and silks of former centuries. Full and up-to-date information 
from our branches in Cyprus on industrial conditions and commercial trends in the island is readily obiain- 


able on request. 
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THE BUSINESS WORLD 





The Little Marshall Plan 


T” highest priority in the work of the Organisation for 

European Economic Co-operation has recently been given 
to the revision of the Intra-European Payments Scheme— 
fEPS—which is due to be renewed on June 30th next. In 
its first version, which has been operating since October of last 
year, this “ Little Marshall Plan ” has harboured certain obvious 
defects. It was devised to meet a serious emergency in which 
intra-European trade was being slowly stifled for lack of 
means of payment. As a piece of hasty improvisation which 
ingeniously linked up Marshall aid with the problem of intra- 
European trade, the scheme has done good and welcome work. 


There have been four main defects. Contributions and 
drawing rights under the scheme were founded upon estimates 
of surpluses and deficits which were bound to prove distorted 
ad false. Secondly, since these contributions and drawing 
rights were exchanged on a strictly bilateral basis, they tended 
to set a rigid as well as artificial pattern of intra-European trade. 
Thirdly, the scheme provided no real incentive to the creditors to 
expand their exports within Europe or to the debtors to decrease 
their deficits. And, finally, the intrusion of “ conditional 
grants” by ECA as a counterpart of contributions under the 
scheme made the whole mechanism of intra-European trade 
rest upon a wholly artificial and transient basis. 

Quite apart from these main defects which clamour for 
redress, considerable amendment of the scheme was demanded 
by the Economic Co-operation Administration. The ECA 
experts in Washington and Paris, besides appreciating the short- 
comings of the first version of the scheme, have had their own 
ideas about its improvement. They have long held the view 
that one of the greatest threats to European reconstruction was 
the establishment of distorted structures of costs and prices, 
involving a disequilibrium not only within Europe itself but 
a between the ERP countries and North America. If that dis- 
equilibrium were perpetuated, the only means of maintaining 
the viability of western Europe would be through the accept- 
mee of discriminatory quotas and rigid control of the direction 
of foreign trade as a permanent part of the mechanism of trade 
in Europe. Such tendencies have undoubtedly been intensified 
by the first version of the IEPS, with its rigid bilateralism and 
its encouragement to the deficit countries to use their drawing 
tights up to the hilt, irrespective of the importance of the goods 
% obtained and with considerable disregard for the prices paid 
for them. The ECA experts therefore attempted to intro- 
duce into the IEPS a competitive element which is absent 
from the version now in operation. This was to be done 
by making the drawing rights under the scheme fully trans- 
ferable and exercisable in any ERP country. Indeed, the ECA 
Suggestions went even further than this. Not only did they ask 
for virtual interconvertibility of European currencies, but they 
also contemplated that drawing rights should be convertible 
into US dollars. This would mean that the recipients of con- 
ttibutions under the IEPS would have the right to exercise 

it drawing rights not only within the group of ERP countries, 
but in the United States, The intention of this proposal was 
'o open Europe’s markets to the full blast of American compe- 
ttion and thus to ensure that price and cost structures in 
Europe kept reasonably in line with those in the United States. 

_ As on earlier occasions when the Americans have taken the 
illiative, the intention here was good, but the timing left some- 


thing to be desired. The European representatives on the Pay- 
ments Committee of OEEC, to whom the suggestion was made. 
appear to have opposed it unanimously. In the circumstances, 
this episode will probably be more important as a pointer to the 
changing attitude of the United States towards ERP, with its 
new emphasis on finding European markets for American manu- 
factured goods, than as a guide to the likely amendment of the 
payments scheme. 

Amendments, however, there must be. On that, there 
appears to be unanimity both in the Payments Committee 
of OEEC and in the working party of experts who have 
been labouring to reconcile the ingenious suggestions which 
have been flowing from many sources. Before considering 
the amendment of the payments scheme, it will be well to 
emphasise once again the fundamental fact which dominates 
the whole problem. It is that within the community of 
ERP nations there is still a wide measure of disequilibrium in 
balances of payments. There are some countries, such as 
Belgium and Switzerland, which are creditors of all the rest— 
and whose surpluses with ERP countries are now greater than 
their dollar deficits. There are others, such as France, which 
are debtors to all the rest. Britain—or, rather, the sterling 
area, which is the effective unit for this exercise—is a substan- 
tial creditor of the rest of the ERP countries considered as a 
group but remains a persistent debtor to Belgium and Switzer- 
land and has been losing gold on a fairly large scale to both. 
So long as this disequilibrium remains, so long as the partici- 
pating countries are unable or unwilling to meet their mutual 
deficits in gold or to extend further substantial credits to one 
another, no amount of ingenuity can create effective inter-con- 
vertibility of European currencies. Such convertibility will 
flow automatically from the re-establishment of equilibrium. If 
an attempt is made to reverse the sequence—to re-establish 
convertibility, even though restricted to the European fold, 
before reasonable equilibrium obtains—the result will be posi- 
tively harmful to the cause of European reconstruction. Amend- 
ments to the payments scheme should therefore be judged by 
this basic criterion—not by the lip service they may pay to the 
ideals of multilateral trade and convertible currencies, but by 
the contributions they may bring to the solution of the problem 
of disequilibrium in the intra-European balances of payments. 

Viewed from this angle, the IEPS needs to be changed in 
two fundamental respects. In the first place, the contributions 
and their counterpart drawing rights should be made freely 
transferable within the group of ERP countries, This is essen- 
tial if the tendency towards rigid bilateralism, with all the 
defects that flow from it, is to be reversed. The countries 
receiving contributions within the IEPS should be allowed to 
exercise their drawing rights anywhere in the group. This 
will ensure that drawing rights are not left unused. The failure 
of certain countries to use their full drawing rights in the 
current Marshall year may ultimately cost Europe much-needed 
ECA dollars. The transferability of drawing rights would also 
ensure that they are exercised in the cheapest markets, thus 
conducing to the development of the most desirable pattern of 
European trade. 

The second basic change as compared with the present 
scheme must be to get away from the principle of free gifts. 
Outright grants are an inevitable feature of the assistance 
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which the United States is giving to Europe ; but everyone will 
admit that they are an unfortunate necessity ; that they must 
tend to create a “gift economy” and deprive the European 
Recovery Programme of some of the commercial incentives by 
which it should be stimulated. The undermining influence of 
charity should not be extended needlessly. It is certainly time 
to eradicate it from the IEPS, so that intra-European trade may 
once again be spurred wholly by normal commercial incentives 
and not predetermined by inevitably fallible and occasionally 
dishonest estimates of bilateral balances of payments. 


x 


If these two basic conditions are to be satisfied, the new 
scheme should not operate bilaterally. Each country’s probable 
deficits and surpluses in intra~-European trade, for which the 
estimates now being made are necessarily based on bilateral 
discussions, should be expressed and made available in aggre- 
gates relating to the group as a whole. The United Kingdom 
should put the equivalent of X million dollars in sterling at 
the disposal of its ERP colleagues and should have the equiva- 
lent of Y million dollars as drawing rights on these countries 
as a group. Contributions and drawing rights should be stated 
in gross terms and thus allow the two-way relations debtor 
and creditor, which most participants in the ERP will un- 
doubtedly exhibit towards their colleagues for some time to 
come. 

Ir may be questioned at this point whether such complete 
transferability of drawing rights within Europe can be reconciled 
with the persistent creditor status of Belgium and Switzerland. 
It should not be overlooked that the IEPS is merely super- 
imposed on existing payments agreements within Europe and 
does not supersede them. If, therefore, as a result of the free 
transferability of drawing rights, Belgium and Switzerland were 
to obtain additional sterling, it would in fact obtain gold from 
the United Kingdom. There is, therefore, a superficial case for 
excluding these two countries from the interconvertibility 
scheme unless they are prepared to make contributions which 
will be fully adequate to cover their prospective surpluses with 
the rest of Europe. The alternative would be to exclude these 
two countries from the TEPS, treating them as a kind of Euro- 
pean extension of the western hemisphere and making them 
eligible for off-shore purchases just as Canada is at present. In 
that way the Belgian and Swiss surpluses with Europe would 
in effect be covered by direct expenditure of Marshall dollars. 
If it were found possible to regard these dollars not as ECA 
dollars tied to specific commodity transactions but as free 
dollars which Belgium and Switzerland could add to their mone- 
tary reserves (as in fact Canada has added ECA dollars to her 
reserves during the past year), this particular solution of the 
problem might be found to appeal to Belgium. One argument 
against it is psychological rather than practical, but has force 
none the less ; it is that such a move would split the ERP 


- lated in igtra-European trade, 
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community and would undoubtedly prejudice the cause of 
Benelux and the more general movement towards economic 
unification of Europe, 

If contributions and drawing rights were given in group 
aggregates and were freely transferable, the present system of 
ECA “conditional grants” as dollar counterpart of the con- 
tributions made to the IEPS would have to disappear. ECA 
would have to be persuaded to make its own contribution to 
an amended and improved IEPS by putting a certain fund of 
free dollars at the disposal of the intra-European compensation, 
That fund would represent a due proportion of the total 
deficit to be met within the European community. It would be 
available to convert into dollars i of the surpluses accumu- 

© make this proportion too 
high would be unwise. If a substantial part of intra-European 
surpluses were convertible into free dollars, the result might 
well be to impart a decidedly contractionist effect to the IEPS. 
In order to accumulate surpluses in their intra-European tradg 
and thus earn free dollars, some ERP countries might feel 
tempted to curtail their imports quite as much as to increase 
their exports within Europe. Another argument against maki 
intra-Buropean surpluses fully or even largely convertible into 
dollars would be that European countries would gain as much 
advantage from exporting to one another “ in order to build up 
convertible surpluses in Europe” as from exporting to the 
western hemisphere. Thus the incentive to solve the crucial 
problem of the dollar gap would be softened. 


x 


These disadvantages would, however, be largely removed if 
only a aaiiahes proportion of the surpluses were convertible 
into dollars—say, §0 per cent, or even less. The balance of 
the surplus would then have to be covered by the creditor not 
in the form of outright gifts but through the extension of repay- 
able credits. These credits would be given in the currency of 
the creditor, The fact that a substantial part of the surpluses 
would have to be covered in this way would prevent the ERP 
countries from rushing too freely for the convertible dollars 
either at the cost of unduly restricting their imports to Europe 
or of unduly diverting to Europe exports which they should be 
making to the western hemisphere. 

It is along such lines that the essential amendments of the 
IEPS must be sought, The immediate and direct objective of 
the scheme is to facilitate and expand intra-European trade, 
But that objective must be reconciled with two more funda- 
mental aims. The first is the restoration of a genuine 
equilibrium of costs, prices and balances of payments 
within the European community. That cause will undoubtedly 
be served by making the drawing rights transferable, since the 
money will then be spent in the cheapest European market. 
The second is to encourage the ERP countries back to dollar 
viability. That cause would also be helped because, whereas 
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with North America would earn one hundred per 
gat free dollars, those with ERP countries would earn only 
to, say, 50 per cent, leaving the balance to be covered by 


aedits granted by the surplus countries. By proceeding thus 
the amendment of the IEPS, a wide measure of intercon- 


Act of 1945. This is 
mt an unalloyed 
benefit, for what is 
enjoyed in the first 
yar is not available 
in later years—it is, 
in other words, an 
aticipation of bene- 
fits which under the 
od practice would in 
my event have 
acrued in the course 
of time. 

Yet both steps can 
be interpreted as the 
xknowledgment of 
the existence of a 
gecial problem for 
Mdustry. By and 
large, the old springs 
f savings for the 
teteshment and ex- 
pansion of industry 
have dried up, choked 
a the source by 
heavy taxation of 
higher incomes. Ven- 
lure capital no longer 
Merges in the form 


of net personal sa. Lags. 
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vertibility of European currencies would in fact be achieved 
and would prove wholly reconcilable with the solution of 
Marshall Europe’s basic problem, the restoration of 


genuine equilibrium within Europe and of solvency with the 
Western Hemisphere. 


Industry’s Capital Problems 


INCE the last quarterly review of industry’s changing balance 
§ sheet appeared in these columns on March 12th, two 
gents of great significance have occurred. In the first place, 
he Chancellor of the Exchequer has promised to set in motion 
examination of the effects of taxation upon industrial finance. 
There are few more urgent questions in domestic economic 
plicy today than industry’s power to maintain and to generate 
its own capital resources ; the problem has long been familiar to 
eonomists, who have followed with increasing concern the 
diects of high taxation on industrial capital formation, and its 
cognition in the Chancellor’s Budget speech may well prove 
w be one of the decisive points in British fiscal history. The 
second event is the doubling—again in the Budget speech— 
of the initial allowance for depreciation under the Income Tax 
























CONSOLIDATED BALANCE 


| it 
467 | 578 


Companies ‘Companies | 
| | , os 
Previous | Latest Latest | 





Year | Year | Year || 

{ ‘ i Pile T 

Capital (Parent | | i 

Companies) :— | H 

Debenture ....... ; 146,709 | 156,530 | 185,314 |} 

Preference ....... 158,531 | 160,312 | 193,347 || 

Ordinary .......; 267,589 | 266,737 | 339,273 |) 

572,829 583,579 717,934 | 

Revenues and Sur- | i\ 

plus -— | ij 
Capital reserves and 
EPT refunds ... 58,380 70,707 | 93,237 | 

Revenue res. and } | i! 
carry forward... | 184,536 | 217,232 | 282,222 | 

| 242,916 | 287,939 | 375,459 | 

j | j i| 

Total Capital Re-— i 

serves and sur- | 

hel ty. d4s 009s | 815,745 | 871,518 | 1093393 | 

Outside Interests | i 

in Subsidiaries | 12,860 | 15,442 | 23,097 || 

' i} 

Current Liabilities | | 

and Provs. :— \ 

Bank overdrafts and | - 

foams ........5: 39,653 | 23,512 | 41,792 || 

Creditors and ac- | | %4 | 
crued charges .. | $18,089 | 243,463 | 342,797 

Reserve for future j | | 

taxation ....... 37,382 | 40,275 | 52,600 | 

Other provisions .. 30,328 31,350 38,037 || 

7 : ee 

| 325,452 338,600 475,226 | 


11,154,057 1,225,560 1,591,716 





Indeed, if the national income estimates 


we to be accepted, the flow of net personal savings last year 
amounted to a negligible few millions. The burden on indus- 
ty, therefore, is twofold. First, it must at least try (though 
gh taxation may prevent it from succeeding) to maintain its 
ttisting fixed and floating assets. This is the problem of capital 
replacement, which has attracted increasing attention in recent 
months, though accountants and industrialists are alike divided 
M their views on solving it. Secondly, it must—in default of 
® adequate supply of personal saving—try as best it can to 
‘xpand its capital resources by financing a larger proportion of 
ts new investment out of its internal reserves set aside from 
Current earnings. There may be room for argument whether 
is the ideal solution, from the broader economic standpoint, 
Oily on the ground that the concerns best able to make such 
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provision are sometimes those which could do with the stimulus 
of more outside competition, instead of an ingrowing kind of 
self-perpetuation. But beyond doubt, the general responsibility 
now thrown upon industry is clear ; what personal savers can 
no longer do, industry must do largely for itself. 

An article on the profits of 578 companies (whose reports 
appeared in the first quarter of this year) which appeared in 
The Economist of May 14th, stressed the importance of 
retained profits in the process of industrial capital formation. 
The present article is concerned with the emergent shape of 
industry’s consolidated balance sheet. The figures here pre- 
sented have been compiled by methods originally described in 
detail in The Economist of January 22nd. More detailed figures, 
giving the financial position of the 32 industrial groups which 
compose the total, 
will be found in the 
Records and Statis- 
tics supplement this 
week. Of the total of 
578 companies, as 


SHEET FOR INDUSTRY. 


467 578 
Companies ‘Companies 


— 
Previous | Latest 























Latest : 
| Year | Year | Yea many as 467 issued 
ditto —~eneasaeese comparative balance 
Fixed Assets :— | sheet figures. A word 
Land, property and | 36.900 | aden! emcee f ee h 
RE RE 34,230 | J 38, rnin T 
Less depreciation . | 76,465 | Heres 137,093 % WAHING, DOWEYET, 
| is mecessary about 
| 357,765 | 380,861 | $01,902 the comparison of 
fixed assets and de- 
| Trade investments | 39,927 39,738 48,201 me 7 
| preciation; companies 
Intangible Assets | 36,189 | 43835 | 49,002 | are now required to 
bring out into the 
| Current Assets ; | j 
Saks ......: he. 4 254,635 | 294,864 | 381,310 open any oe 
Debtors ......... | 151,157 | 164,70 224,68: 
Gilt edged secusities i 28,543 | 19,015 §2,715 oeves =e owe - 
Other marketable | values hitherto given 
investments .... | 160,274 | 160,063 | 167,334 


for fixed assets, but 
they are not under 
the necessity of ad- 
justing the figures for 
the preceding year. 
In future years, a 
direct comparison 
will be possible, but 
at present it is well 
to accept with some 
reservation the changes in fixed asset values and depreciation 
for the 467 first quarter companies. The increase in the book 
value of fixed assets of these companies from {434.2 million 
to £495.0 million does not represent, save to a minor extent, 
new gross investment during the past year; it is the result 
primarily of a new accounting notation. Similarly, the in- 
crease in accumulated depreciation provisions from £76.5 
million to £114.2 million results from a change in conventional 
treatment. Perhaps the increase in net fixed assets from £357.8 
million to £380.9 million gives a fair impression of the real 
movement in new investment last year, though the impact of 
the initial allowances under the Act of 1945 prevents an accurate 
comparison even of the net figures for fixed assets. 

The previous article in this series (on March 12th) gave an 
analysis of the legal capital structure of the 1064 companies 


Cash ..cccamesere | 125,567 | 122,489 | 166,064 


720,176 | 765,126 | 992,711 
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whose accounts were issued during the six months to last 
December. This analysis can be carried a stage further by the 
inclusion of the 578 first quarter companies : — 


CAPITAL STRUCTURE OF 1,642 COMPANIES, 


£ ms. per cent. 
Debentures caceuticehinatceasenkicarssct 428.6 23 
Preference capital ............. hieiacizes 582.9 zr 
CRUE: CONE ©... det cs. pvapacsdyrthesganes $60.2 46 


£1,871.7 m. 100 
A consistent pattern is beginning to emerge from these figures ; 
it shows that less than a quarter of the capital obligations of 
industry consists of debentures, and less than a third of prefer- 
ence stock. But these two classes of prior charges make up 
well over half the total, with equity capital representing only 
46 per cent. It must be remembered, of course, that the real 
equity capital (or “ net worth”) is considerably higher than the 
issued ordinary capital, as was demonstrated in the article on 
profits which appeared a fortnight ago. Perhaps in time the 
removal of the Bonus Issues Tax will help to bring the two 
more closely into line. 

It has been emphasised in earlier articles in this series that 
the primary value of the “consolidated balance sheet for 
industry” is to throw light on the changes in current assets 
and liabilities. These are the items which reveal the first impact 
of strain, but it cannot be said that the figures for the first 
quarter companies show much sign of deterioriation. The 467 
companies record an increase in their total current liabilities 
(including in this category reserves for future tax) from £325.5 
million to £338.6 million. This is not a dramatic increase, and 
surprisingly enough the volume of bank accommodation cur- 
rently used by these companies has been reduced from £39.7 
million to £23.5 million. It is doubtful, too, how far trade 
creditors are responsible for the increase in creditors and 
accrued charges from {218.1 million to £243.5 million: Thus 
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there is no evidence in the published figures of any material 
resort to short term financing. 

In fact, the net current assets of this group of companies hays 
increased quite impressively from £394.7 million to £422 
million. The only possible danger sign on the current —_ 
side is the persistent rise in inventory figures. The stocks of 
these 467 companies have increased by £40 million, from 
£254.6 million to £294.9 million. How far this increase ig 
due w prices and how far it reflects a real increase in volume 
is not known ; perhaps the price factor is less important and 
the volume factor more important than had Previously beea 
supposed. Whatever the truth may be on this point, the fact 
remains that with inventories representing practically one- 
quarter of total asset values, industry would be fairly vulnerable 
to a sharp setback in raw material prices or to a falling demand 
which left stocks of finished goods or intermediate products on its 


hands. 


This factor apart, there is no very obvious evidence of strain 
on the side of current assets. These companies have sold 
£9,500,000 of gilt-edged securities during the past year, but 
that is less than was required to finance the rise in debtors from 
£151.2 million to £164.7 million ; meanwhile, marketable in- 
vestments have remained intact at {160.1 million, and cash has 
suffered only a slight fall of £3 million to £122.5 million. 
Industry undoubtedly feels itself pinched for resources tw 
increase its fixed and working capital ; but its financial results 
do not show much evidence of real tightness. A large part of 
the explanation is clearly to be found in the rapid growth of 
reserves, and particularly of revenue reserves, which during 
the past year increased from {184.5 million to £217.2 million. 
This accession of £33 million of self-provided funds, coupled 
with increases of {10 million of new debenture capital and £25 
million for creditors, has financed the expansion of current 
trading items without imposing any pinching. 
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it would be a mistake, however, to suppose that these condi- 
sons will last for ever. For one thing, the evidence itself is 
me months out of date, and changes in the situation are occur- 
cg continually. For another, the stock figures of these first- 
er companies do begin to look rather vulnerable. To go 
tack a single quarter, 679 companies reporting up to December 
ist showed stocks of £292.6 million out of total assets of 
{1,473.3 million ; for the 578 companies in the latest quarter, 
the figures are {381.9 million out of £1,591.7 million. The two 
ts of figures are not strictly comparable, and tobacco companies 
wth their relatively heavy stocks (in money terms) compared 
with their relatively small fixed assets have undoubtedly a heavy 
weight in the latest totals. Broadly speaking, the degree to 
ghich industry now looks to bank finance is so limited that there 


1007 
is no reason to apprehend any distress selling if conditions of 
demand should begin to deteriorate. But the impact of falling 
prices for primary industrial materials or of more competitive 
conditions for finished products would be quickly felt through- 
out industry, both on its stock values and also on its profits. 
And now that the “ break even ” point at which industry ceases 
to make a profit and runs into loss is so much higher than it 
was, this is a significant consideration, for it could seriously 
qualify the ability of industry to finance a major part of its own 
investment programme from its own internal resources. If that 
should happen, the supply of venture capital (which no longer 


emerges from personal savings, but almost wholly from indus- 
trial profits) would be jeopardised. 


Business Notes 


Spectre in Throgmorton Street 


The spectre of apprehension about trade prospects has this 
wek made its first incontrovertible appearance in stock 
markets. Its materialisation has evidently been impending for 
wm: time, and the signal for its entry at this juncture was given 
fom several directions simultaneously, The markets had been 
worried, first, by the fall in exports and the widening of the 
wsible trade deficit revealed by the overseas trade accounts for 
April. The discounting of such news has been no novelty in 
recent years, but on previous occasions the implications have 
not been forced home by such sombre developments as the new 
import restrictions by India and the latest, apparently stringent, 
prohibitions and cuts by South Africa. Moreover, in the recent 
past Britain's export figures had been unnaturally swollen by 
the forestalling rush of goods to the Union. The fears for trade 
which these and similar tendencies elsewhere have conjured up 
lave this week been joined in the minds of investors with the 
sgns of growing* wage-pressure and the Chancellor’s complaints 
about the level of profits. Hence the appearance of the spectre, 

It would be an exaggeration to say that investors have taken 
fright, but the malaise has been sufficient to provoke some 
diversified selling which has affected almost all sections of the 
Sock Exchange. The Financial Times index of ordinary share 
prices dropped 3.5 points in the first four days of the week, 
ftom 114.6 to 111.1, the lowest level this year and nearly 12 points 
telow the 1949 peak. In the intervening two months both equities 
and gilt-edged have exhibited an unspectacular firmness. But 
adinary shares have in this period lacked the resilience to respond 
tither to the quite remarkable series of bumper profit figures from 
industry or to the lifting of the Berlin blockade. Now it seems 
ckar that these events were a sustaining influence on prices, but 
hardly more. 

The preliminary trade figures for April issued earlier in the 
month did not by themselves provide a sufficiently clear indica- 
ion to turn the scale in the markets. Nor for that matter are 
the full returns necessarily decisive. The adverse trend is not yet 
established. But there is more in the market’s mind than that. 
The evidence of the trade returns has touched off a presenti- 
ment that prices at their present levels do not sufficiently discount 
the business risks which lie ahead. Buyers have been rare in 
Throgmorton Street this week, every section of the House has 
itgistered its feeling of gloom, and even gilt-edged prices have 
eased perceptibly. The impressive earnings figures of the Royal 
Dutch-Shell group produced only a nod of approval; recently 
buoyant bonus issue shares fell from a favour which they never 
teally deserved ; and the increased dividends of the Associated 
Portland Cement group evoked no enthusiasm whatsoever. It 
is perhaps surprising that gold shares have merged so readily 
into the market’s malaise. But here the case for devaluation, 
‘rely if anything strengthened by the arguments driving the 
test of the market downwards, has had to compete against South 
Aftica’s latest steps to restrict imports. 


* . * 


South Africa’s Import Cuts 


The apparent severity of the new South African import 
strictions announced by Mr Denges, acting Minister of 
Economic Affairs, on Monday has come as a shock to British 

ists. 


industrial 
they are no 


But, severe though these measures seem to_be, 
more so than the Union’s external plight 





demonstrably requires. Each of the two previous steps takeii 
by the Malan Government merely toyed with the problem of 
reducing the Union’s excessive overseas expenditure. The first, 
taken at the end of 1948, instituted exchange rationing for hard 
currency imports but, since it left sterling imports unaffected 
except for the prohibition of certain luxury goods, its principal 
effect was merely to cause a large switch of expenditure from 
the one category to the other. The seemingly more comprehen- 
sive measures announced in February appear to have been largely 
ineffective in practice. This time, if promise is matched by 
performance, all imports of finished consumer goods are to be 
prohibited unless “highly essential” for public health, and 
imports of essential raw materials and consumable stores required 
by industry are to be severely curtailed. In the first instance, 
licences will apparently be granted for such goods at the rate 
of 50 per cent of individual importers’ actual imports during 1948 
in the case of sterling imports and at the rate of 33} per cent 
for non-sterling goods. These, apparently, are expected to be 
the minimum quotas: Mr Denges said that the whole matter 
will be reviewed again in August, when every effort would be 
made to increase the allotment for essential imports and when 
the Government would also consider whether there could be 
any importation at all of less essential goods. For the present, 
it seems, imports of capital goods are to be suspended. None 
of these restrictions, however, applies to sterling goods shipped 
before June 13th, or to non-sterling goods ordered before 
June 30th within the terms of the present exchange rationing 
regulations. 

Once again, the Government is leaving a loophole which the 
forestallers are unlikely to overlook. The immediate effect, there- 
fore, may be to intensify the strain on the Union’s sterling 
reserves, which have been greatly dissipated by the anticipatory 
purchases permitted in recent months. In the nine months 
or so to early March, the Union ran through some £80 million 
of sterling balances, and thereupon was forced to take advantage 
of the optional clause in its three-year gold loan agreement with 
Britain, under which it had the right to require earlier repayment 
in sterling. These repayments are being taken ir. instalments 
of £5 million and by the end of last week totalled no less than 
£35 million; yet the Reserve Bank’s returns dated May 13th 
showed a sterling holding of only £3,600,000. If the Union is 
to avoid exhaustion of the remainder of this secondary reserve 
during the course of this year, it seems evident that the new 
restrictions will have to be closely observed. 


* * * 


Repercussions on British Exports 


It is unfortunately not yet possible to estimate with any accu- 
racy the effect of these new import restrictions on Britain’s export 
drive. South Africa has been one of the markets which the 
Treasury encouraged British exporters to cultivate, and the success 
of their endeavours can be seen from the accompanying table. 
In 1947 exports from Britain to the Union totalled £92 million ; 
in 1948 they reached £121 million, and in the first quarter of this 
year they were at an annual rate of over £150 million, But to a 
large extent these South African purchases represented the run- 
ning down of sterling balances and were not balanced by any 
expansion of British imports from South Africa. Thus the restric- 
tion on British exports to the Union may not mean less imports 
for Britain, P 

The main items shipped to South Africa last year were 
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machinery (£21 million), vehicles (£18 million), cotton textiles 
(£11 million), wool textiles (£10 million) and electrical goods ({10 
million). The machinery which is no longer allowed to enter 
South Africa can, presumably, be readily sold elsewhere. But 
that is not equally true of vehicles, and the closing of the South 
African market will be a serious blow to some of the British 
motor manufacturers. The Union has no fully-fledged textile 
industry, and as clothing is clearly an “ essential "—even in South 


British Exports To SovrTrg AFRICA 
(4 million) 


First 
Quarter 


1938 197 1948 

1949 

Potters 0-8 2-9 3-9 1-3 
Iron and steel 4-9 6-9 8-1 2:2 
Non-ferrous met 0-3 2-0 j 2:9 0-38 
Cutlery ; 1-1 3-6 4-1 is 
iclectrical goods 2-0 6:5 0-1 3-0 
Machiners ; 7-5 14-4 20-5 6-5 
Cotron textiles 3-7 8-6 10-7 3:3 
Wool textiles 1-6 7-6 10-1 a2 
Silk aad rayon .... 0-6 41 4-5 1-3 
\pparel j ; 2-0 3-5 4-2 1-7 
Chemicals and drugs .......... 1-8 3-1 j 3-93 1-2 
Paper and Board .......... 0-9 1-6 i 1-9 0-5 
Venn Flic cadets 4-4 13-8 17-8 7-2 
a ee 7-4 13-2 18-0 4-65 
BOG. inivewdatsee ss 39-5 91-8 120-7 37-8 


Africa, the misgivings of British textile exporters may not prove 
fully justified. On the other hand, pottery, cutlery and miscel- 
lanecus goods presumably come within the category of “ finished 
consumer goods ”"—a term by which the South Africans appear 
to mean “ luxuries ’—and will be excluded from the South African 
market. ‘Together these amounted to £26 million last year. 
Nevertheless, even on a conservative interpretation of the new 
import restrictions, British exports to South Africa this year are 
likely to remain over {£100 million. But it is a pity the expanding 
trade between the two countries has had to be interrupted. If 
South Africa could develop its export of maize, sugar, butter and 
other agricultural products cn the same scale as before the war, 
its sterling shortage would soon disappear. 


Industry 


Redeployment—and the “ Chimerical’’ Future 


The acceptance of redeployment has gone so far by now in 
the cotton textile industry that open and direct hostility are in a 
certain sense to be welcomed: they can be met and overcome, 
while evasion and procrastination are more formidable opponents. 
It has been evident for some time that redeployment was meeting 
quiet, effective opposition in some of the cotton industry districts, 
and most notably in the Oldham district, where Mr Archibald 
Robertson is secretary of the Cardroom Workers’ Union. In 
the past two years, while many responsible men in various 
sections of the industry have come out more and more explicitly in 
favour of redeployment, the Oldham cardroom men and spinners 
have remained unmoved; and their attitude has been a major 
barrier to progress in the organisation of the mills. 

Mr Archibald Robertson is also president of the principal 
trade union amalgamation in the cotton industry, the United 
Textile Factory Workers’ Association. He marked the opening 
session of the annual conference of the association last week by 
some references to redeployment in his presidential address, 
urging the delegates to “look with very grave suspicion on all 
outside advice we still receive as to how to do our work.” He 
made it plain that, in his view, “the new ways of working” 
were a danger to the system of collective bargaining which had 
shown its value to the workers in the past. Two days later, 
replying bitterly to some unfavourable comments by the 
Manchester Guardian, Mr Robertson returned to the same theme. 
The critic might find it convenient to forget the past life of the 
industry, he said, but the operatives would not forget: 

The past is a fact, which cannot be altered. The present is 
real, the future is chimerical. 

These words were spoken at the opening of a session which 
was later addressed by Sir Stafford Cripps, and their contrast 
with the Chancellor’s remarks sums up well the dilemma in which 
the need for higher productivity places the Labour movement. 
Sir Stafford outlined the economic pressures which make greater 
production—but also more efficient and cheaper production—so 
necessary. He set out the facts—known already, no doubt, to 
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most of his audience—on which the Government’s support of 
redeployment and of the Moelwyn Hughes recommendations for 
a reconstructed system of payment is based. Better mill organ- 
isation offered the increased production, the better earnings, and 
the saving in costs which the industry wanted, he said. So far 
as the weaving side was concerned the Moelwyn Hughes recom. 
mendations provided the incentive and the precondition fo, 
redeployment. Only by redeployment based on an up-to-date 
wages structure “can we be sure of producing the kind of goods 
our customers want at a price they are prepared to pay.” 

The Chancellor’s speech was cool, reasoned and uncom. 
promising. It would not do, however, to underestimate the wall 
of prejudice which cool reason meets in this matter, Mr 
Robertson is a tenacious and thoroughly honest opponent who 
laboured to protect the standards of life of the cotton operatives 
through many years of slump when those standards were most 
exposed to attack. To him, and to those who think like him, 
the price lists, the established practices, and the existing codifi- 
cation on which collective bargaining is based are the worker’s 
safeguard against exploitation; by the side of these things a 


campaign for higher productivity is a passing fad. It is from 
that point of view that “the future” appears “ chimerical.” 


* * * 


Cotton Textiles and Purchase Tax 


Certain features of the Utility scheme for cotton rextiles— 
in particular, the formulation and application of standard speci- 
fications for certain cloths—-will be permanently useful. But the 
continued usefulness of the scheme as a whole, in its present 
rigid form and linked up with the arbitrary application oc! purchase 
tax, is being increasingly questioned by the trade. The Cotton 
and Rayon Merchants’ Asscciation records in its annual report 
its opinion that the overhauling of the scheme is long overdue, 
It does not question the Government policy of making reasonably- 
priced clothing available to the public. But there is a growing 
demand for less standardised production, and traders should be 
allowed to meet it. They should be free to produce cloths which 
would meet export or home demands as trading @onditions might 
require. The association has asked for the complete abolition 
of purchase tax, but its real objection appears to be to the 
arbitrary distinction which taxes non-utility goods while utility 
goods go free. Since “ the production of utility clothing has been 
drastically reduced in 1948” the argument that other clothing is 
an unneccssary luxury has lost its force. From the consumer’s 
point of view, the distinction is disappearing—excep: that the 
purchase tax inflates the price of non-utility clothing and makes 
him reluctant to buy it. This, in turn, deprives the trader of 
an alternative or supplementary outlet for his export goods 

The chairman of the Cotton Board touches on the same question 
in the Cotton Board Trade Letter for May. ‘The effects of the 
recent Board of Trade action in removing the intermediate price 
controls on utility fabrics are still by no means clear, but Sir 
Raymond Streat, reading the signs which have appeared in the 
first few weeks of freedom, judges it necessary to urge the trade 
to keep utility prices down and make an effort to maintain the 
supply: 


It would be a thcusand pities if the progress we have made 
towards freedom should be reversed on account of the breakdown 
of the flow of the necessary utility fabrics at reasonable prices. 
Therefore everybody concerned should proceed with restraint and 
moderation, remembering that this branch of business still has in 
it an element of obligation to the community at large. 

The argument is illuminating. Utility cloths represent 19 per cent 
(by weight of yarn) of the output of the industry ; they provide 
the bulk of home “civilian” consumption, and are subject 
“ceiling” prices fixed by the Board of Trade. Other cloths are 
being rendered unsaleable to the ordinary home consumer by puf- 
chase tax, though they can still be readily sold in many foreigo 
markets. The trade is therefore urged, as a public duty, to make 
enough utility cloth to meet home demand and avoid the strain on 
the cost of living which would arise if the public had to pay put- 
chase tax. A hint is dropped that if this is not done, the Govern- 
ment may re-impose controls. But why was purchase tax 1m 

in the first place ? To restrain home demand. There seems to be 
some danger that purchase tax may eat its own tail. A further 


question needs to be considered. . If the trade responds to the 
appeal and makes enough utility cloth for everybody, and if this 
entails sacrifices, where will the sacrifices be recouped ? Pre- 
sumably, on the price of non-utility cloth, and particularly oo 
the prices of cloth for export. It seems likely that both the 
scheme and the use of purchase tax as an administrative weapon 
may soon be reviewed together. 
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(oal Finds in Staffordshire 


The existence of a coaSield in the Lichfield area of South 
gyffordshire, long suspected by geologists, has been confirmed 
by the Geological Survey, which now works under the control 
the Department of Scientific and Industrial Research. A deep 

ing showed coal seams between five and eight feet thick at 
ie considerable depth of 3,000 feet. The coal has not yet been 

, but from its appearance it is of good quality. On the 
widence of this single boring, the area cannot contain less than 
yo million tons of coal—a substantial deposit, although when it 
s compared with the Fife coalfield (estimated to contain 4,000 
nillion tons) or the Kent deposits (1,000 million tons), it does 
sot appear remarkable. But a detailed survey is expected to prove 
qnsiderably more than 400 million tons; for this work the 
National Coal Board is responsible, and Sir Ben Smith, chairman 
a the West Midland Divisional Coal Board, said that it would 
take two years. 

In 1946 the Department of Scientific and Industrial Research 
etimated the country’s proved coal resources at 20,000 million 
jons—enough to last 80 to 100 years ; and resources still unproved 
wie probably enough for a further 75 years. The Geological 
Survey has been engaged on a detailed geological map of the 
country since 1835, not specifically for coal-finding purposes. In 
1947 it obtained an additional Treasury grant to finance deep 
borings to supplement its routine shallow borings. The Survey 
keps in mind the economic importance of coal resources, and 
tends to choose for these deep bores sites where the existence of 
coal is suspected. The Assistant Director of the Survey, Mr T. 
Eastwood, who was in charge of the Lichfield boring, also believes 
that coal lies at a depth of 2,000 feet in the area between Witney, 
Cirencester and Cheltenham. The Survey’s next major boring 
wil be made in that area, and the results should be known in 
tx or eight months. 

Boring for coal goes on continuously, though it is exceptional 
for one of these operations to receive the honour (which was 
xcorded last week to the Lichfield operation) of announcement 
he Lord President in the Commons. Deep boring by the 

ional Coal Board has revealed good seams, often some distance 
below those already worked. Several have been found in North 
Staffordshire near the old Madeley colliery ; the 400 acres sur- 
wyed there are estimated to contain 20 million tons and will be 
worked as an extension to Madeley. There are, however, signs 
that they might be part of a large field to the south of existing 
workings. Last year the Coal Board made 200 borings at a cost 
d £15,000 to £20,000 each. It is intended to make another 200 
this year ; 40 of them are already in progress. Within the next 
three years Soo more borings will be made. No estimate has been 
given of how much coal has been uncovered in the course of this 
aploratory programme, but the Coal Board expresses itself as 
pleased with the results. 


* * * 


Absence becomes Involuntary 


The Minister of Fuel and Power mentioned, in the course 
of a general review in the Supply debate on fuel and power last 
wek, two questions which are causing particular concern at 
Present to the National Coal Board. One was the increase in 
“mvoluntary absenteeism” since last summer. Mr Gaitskell 
«plained that the increase of 4} per cent in output per man shift 
Which has been achieved since last year (the comparison refers 
the first 17 weeks of 1948 and of 1949) has been to some extent 
fiset by a decline of 2 per cent in the average number of shifts 
worked. Voluntary absenteeism among face workers fell from 
77 per cent last year to 7.25 per cent this year ; but involuntary 
absenteeism rose from 6.16 to 8.12 per cent. “It is rather a 
worrying phenomenon,” said Mr Gaitskell, “and we are going 
into it.” 

The accompanying chart shows that the relation between the 
voluntary and involuntary absenteeism figures for all mineworkers 
has ‘similarly changed ; more absences are now tfecorded as 

mvoluntary.” The chart does not purport to show the cause. 
It is, however, possible that the introduction of the National 

Service, coupled with the miners’ supplementary com- 
Pensation scheme, has some connection with the matter, and that 
“me men who formerly stayed away without explanation when 
were not feeling well (or who, perhaps, ignored their symp- 
toms and went to work) now stay away with a medical certificate, 
If this proves to be so, it is another way in which the social gain 
the National Health Service carries a concealed economic Cost. 
Gaitskell was informative about the shortage of large coal. 
cause is to be found, he indicated, not only in the exception- 
strong export demand for large coal, but also in the fact that 
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the mines themselves are producing Jess large coal and more small 
coal than they used to produce. What is the reason for this ? 
It may be, in part, the increased use of Jong-wall cutters and the 
spread of mechanical handling. But the Minister of Fuel and 
Power said that he suspected the reason to be in the larger number 
of shots being fired. This question is now being discussed 
In some 


between the National Coal Board and its divisions. 





foreign coalfields the miners pay for the explosives they use, a 
suitable allowance being made in their wages ; they are thus given 
an inducement to fire shots with discretion. In the British coal- 
fields the custom has long died out, and the mines depend on 
good labour discipline to avoid excessive shotfiring. In 1935, 
53 million shots were fired in the British mines; in 1947 the 
number fired was 74 million. 


* « * 


Wage Differentials for Engineering Workers 


The protracted negotiations on a new wages structure for the 
engineering industry were carried a stage further at last week’s 
conference of the Confederation of Shipbuilding and Engineering 
Unions, when Mr Jack Tanner, president of the Amalgamated 
Engineering Union, reported on the latest developments. It was 
because of the long delays in reaching any agreement on the leng- 
term problem that the unions sought—and obtained—an interim 
wage increase last July. The flat increase of ss. which was 
awarded was far less than the claim, but it was accepied pending 
the outcome of the negotiations on the wider question. 

The confederation has now prepared a scheme to simplify 
the existing complex wage structure and consolidate the basic rate 
and bonus. This would establish six grades according to “ skill, 
understanding and responsibility.” Cleaners would receive 92s., 
and labourers 96s. a week. In the semi skilled grades a minimum 
of roos. is proposed for simple machining and assembly, 106s. 
for simple setting, and 112s. for “ skilled single purpose workers ” 
with responsibility but without craft versatility. The minimum 
for fully skilled grades would be 120s. A sixth grade incorporates 
special rates for inspectors, toolmakers, patternmakers and other 
specialised craftsmen. 

Mr Tanner’s report setting out these proposals was eventually 
carried by a majority of four to one, although strong feeling was 
expressed that a £5 minimum should be substituted for the rate 
of 96s. for labourers. It is worth noting that the scheme seeks to 
widen the existing differential between skilled and unskilled rates, 
in order (as Mr Tanner explained) to encourage the recruitment 
of craftsmen. The proposed differential is of the order of 30 per 
cent ; comparable margins in the American machinery industry 
range from 50 to 60 per cent. The maintenance of a differential 
fits in with the policies of the majority of unions, but is in con- 
trast to the recent agreement in the building industry which raised 
the labourers’ pay but left craftsmen’s rates unchanged. 

The general tone of the conference made it clear that the 
engineering unions are entering upon a defensive phase as their 
fears of unemployment, particularly in the shipyards, increase. 
Sir John Stephenson, in his report on shipbuilding, took the view 
that although prospects were “very grim” on the repair side, 
the existing shipbuilding orders of 4,500,000 tons should provide 
work for at least 44 years. This was apparently regarded as too 
optimistic by many delegates, who anticipate an early depression 
and are particularly worried about the threat of German and 
Japanese competition. It is difficult to see how the solution offered 
by the confederation—the nationalisation not only of shipbuilding 
and repair but of the whole of shipping—would solve the employ- 
ment problem in an industry which is so largely dependent on 
world factors outside the control of a national Government. 


ST 


sa 


3 
. 3 





ae 








apr aera 


Ei Ai A BS 


ttre lene 


1010 
The Dispute on Concessionary Coal 


It is satisfactory that the Coal Board and the National Union 
of Mineworkers are to open national negotiations on the difficult 
question of concessionary coal. Both sides, evidently, have made 
considerable concessions. ‘The Board has agreed to negotiate 
nationally on what it has formerly treated as a purely district 
issue ; the miners, in agreeing to shed district agreements, which 
have hitherto been sacrosanct, have shown that they can think in 
national as well as in sectional terms. 


The Coal Board indicated, even before the Lancashire dispute 
started, that it would not oppose adjustments in the arrangements 
for concessionary coal, provided that the present total of about 
five million tons was not exceeded, and it will probably adhere 
to this view. On their side, the miners will have to work out a 
satisfactory redistribution to even out the anomalies between 
the districts. 

The union, which has asked that an interim arrangement should 
be reached for Lancashire—the seat of the whole trouble—within 
a month, hopes that the main problem will be settled before the 
annual conference of the NUM in July. This seems an optimistic 
time table. The whole question is extremely complex, and is 
closely bound up with the wider issue of the revision of the wage 
structure, which has been under consideration for some time. 
The chief difficulty lies in the variety of arrangements governing 
the issue of cheap or concessionary coal. Some coalfields, such 
as Durham and Scotland, have an agreement covering the whole 
district. In Yorkshire, on the other hand, there are no fewer 
than 112 different agreements at individual pits. It is to be 
hoped that common sense and the will to reach agreement will 
produce a solution. 


A Research Committee for Chemical Engineering 


The decision of the Department of Scientific and Industrial 
esearch to set up a committee to survey the state of chemical 
engineering research arises from a suggestion made by the Institu- 
tion of Chemical Engineers some months ago. Broadly speaking, 
the chemical engineering industry covers process plant of all 
kinds—that is, excluding machinery—but the boundaries are less 
clear than in civil, mechanical or electrical engineering. 


Although the term originated in this country, chemical en- 
gineering has not had the widespread recognition as a branch of 
the engineering profession that it received in the United 
States. Some of the largest firms still say that the work can 
be done by an engineer or a chemist or the two working together. 
Consequently there is no school in Britain to compare with the 
Massachusetts Institute of Technology. There are no more than 
2,000 chemical engineers in the whole country and very few places 
where they can be trained. Considering that chemical engineering 
is basic to the chemical, pharmaceutical and plastics industries, 
plays a very important role in food processing, oil refining and 
synthetic fibre production, and is essential to many processes used 
in other industries, the position is not satisfactory. 


Critics also think British industry is slow to make practical 
use of research, and falls behind American design. Chemical 
engineering in America was stimulated by the demands of the 
synthetic rubber industry, by a great expansion in chemicals, and 
by the development of catalytic processes in the petroleum in- 
dustry. The surprising example occurred last year of an American 
firm receiving a contract to design an Indian fertiliser plant, the 
building of which was to be carried out by a British engineering 
firm. On the other hand, some large chemical firms have their 
own engineering divisions, and many of them have American 
associates. Exchange of information between the two companies 
is unlikely to be only one way. 


The new committee will not need to judge the grounds for 
this unfavourable comparison. It is known that a good deal of 
uncoordinated research is being carried out at this moment. It 
is also known that process plant designers are sometimes held 
up by gaps in fundamental knowledge, and there are suggestions 
that in the past few years the shortage of paper for technical 
publications slowed down the dissemination of new knowledge. 
The committee will inquire what research has been done, what 
is in hand, and what are the main gaps. Merely by assembling 
this information, it should be able to exert a rationalising influence 
on an industry which has too strong a tradition of secrecy. A 


later result may be the establishment of a research centre for 
chemical engineering. 
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Exchange and Investment 


Releases of Sterling 


Information given by Ministers this week in answer to 
Parliamentary questions has brought up to date much of the 
published information on the amount of sterling balances and 
releases for account of overseas countries. The basic data by 
which this supplementary information can best be ‘udged were 
provided by Mr Dalton, then Chancellor of the Exchequer, in 
the course of the debate on the state of the nation in August, 
1947. He then announced that the sterling balances held op 
Overseas account on June 30, 1947, totalled £3,560 million. Of 
this, £1,700 million was immobilised or being brought under 
control by agreements with the countries concerned, £400 million 
was held by Australia, New Zealand and South Africa without 
any specific agreement on releases, £760 million was held by 
the rest of the sterling area, mainly the colonies with whom 
the close relations maintained with Britain made specific agree- 
ments unnecessary, and £500 million was held by the rest of 
the world, including Europe. These detailed figures left 
£200 million unaccounted for, and this sum was generally 
assumed to represent the working balances and sterling other- 
wise available to countries with which sterling blocking agree- 
ments were negotiated. 

One of the questions asked in Parliament this week related to 
the releases which had been made on blocked balances. The 
information given was that these amounted to £5 million in 1946, 
£1565 million in 1947, £267 million in 1948 and {£50 million in 
1949. All but a very few millions of the resultant total of 
£478 million was released subsequent to June 30, 1947, and would 
leave the amount of sterling blocked under formal agreement at 
slightly more than £1,250 million. The figures given in Parlia- 
ment this week take no account of the payments by India and 
Pakistan for the purchase of annuities from the British Govern- 
ment and for defence and stores under the agreement of last 
July. Since this involved a receipt of £45 million from the 
Indian Government, the actual amount of blocked balances would 
be little more than £1,200 million. The substantial 1948 releases, 
however, included the sums released in connection with the pur- 
chase of the British-owned railways in Argentina. The sums 
involved amounted to {150 million, but {£110 million of this was 
provided by a British Government advance made in anticipation 
of Argentina’s current trade receipts in the ensuing year. Only 
£40 million, therefore, had to come from Argentina’s blocked 
account. This information shows the running down of sterling 
balances immobilised under formal agreements has been rela- 
tively steep and well in excess of the figure of approximately 
£43 million a year which had been tentatively anticipated in the 
course of the Washington loan negotiations, and which found 
expression in the conditions attached to that agreement. 

The further information on balances given this week related 
to the sterling assets of the colonies, which were stated to »mount 
to £610 million at the end of 1948 as compared with £507 million 
at the end of 1945. These assets comprised funds of the currency 
boards and funds held with the Crown agents as well as loans to 
the British Government and London balances of banks operating 
in the Colonies. The principal holders of these assets at the end 
of 1948 were Malaya with {£105 million as compared with 
£115 million at the end of 1945, West Africa with £145 million 
as compared with £100 million two years previously, and East 
Africa with £105 million as compared with £100 million. 

*x * x 


Stiff Bargaining with Israel 


Inevitably, negotiations for the first trade agreement with 
Israel—now in their fourth week—are proceeding slowly. The 
successful conclusion of a trade pact depends primarily on agree- 
ment upon the amount of sterling to be released by Britain in the 
coming year from the Israeli portion of the former Palestinian 
sterling balances in London. At the moment of writing, the talks 
are reported to be in a delicate phase—with agreement either 
almost in sight or further off than before the negotiations started. 
The sterling balances amount to some £60 million, of which the 
Israeli share is about £35 million. Whe the negotiations opened, 
the Israelis requested the release of a sum believed to approach 
£20 million. Since then, both sides have made concessions. 
Israeli delegation, conscious that its claims for releases are pitched 
on a higher level than those granted to other sterling creditors, 
argues that these sterling. balances merit more faveurable treat- 
ment, since their origin is rather different from, say, that of the 
Egyptian and Indian balances. The Israeli balances are only 2 
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Birth of a carburettor 


HERE YOU SEE One of the series of intricate operations by 
which we produce Crown Special high grade zinc (99.99 +4-°% 
essential for the production of MAZAK Alloy. 

In the production of die cast car-parts — from carburettors 
to shock absorber bodies — Mazak Alloy is specified to ensure 
maximum stability and strength. 

We produce many other basic materials vital to Britain’s 
home and export trade. These include various grades of zinc, 
zinc pigments, high purity zinc sulphide, zinc dust, sulphuric 
acid, cadmium, vanadium catalyst, metallic arsenic, fungicides 
and fluorides. 


IMPERIAL SMELTING 
CORPORATION LIMITED 


37 Dover Street London W1 





Springtime for Old ‘Buffers! 


Only small pieces of steel . .. but they were badly needed to 
make buckles for the buffer otings of Britain’s railway wagons. 
Sawing, shaping and slotting kept production of these buckles 
down to two per machine per day. So the B.O.C. were called 
in—and One process, Flame Cutting, took the place of three. 
95,000 buckles have been produced in a fraction of the time 
Previously taken, and at about one-third the cost. Throughout 
Industry today B.O.C. processes are reducing costs and 
Cutting production time. 


The British Oxygen Co Ltd 


London and Branches 
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One of the biggest deterrents to 
crime is the possibility of the culprits 
being surprised by patrolling police 
officers. Yet every day thousands of 
police man-hours are committed to 
traffic control duty, although Electro- 
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but there are many hand opera- 
tions at which the skill and mental 
attitude of the worker decides 
whether the finished tyre is to be 
good or bad. 
Henley’s Co-operative Award 
Scheme was introduced to im- 
rove standards of workmanship. 
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BUILT WITH INCENTIVE 


BRNLEY'S TYBE AND RUBBER COMPABY LIMITED, 
Works: GRAVESERD, KEN? 


MILTOR COURT, DORKING, SURREY. 
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The Dispute on Concessionary Coal 


It is satisfactory that the Coal Board and the National Union 
of Mineworkers are to open national negotiations on the difficult 
question of concessionary coal. Both sides, evidently, have made 
considerable concessions. The Board has agreed to negotiate 
nationally on what it has formerly treated as a purely district 
issue ; the miners, in agreeing to shed district agreements, which 
have hitherto been sacrosanct, have shown that they can think in 
national as well as in sectional terms, 

The Coal Board indicated, even before the Lancashire dispute 
started, that it would not oppose adjustments in the arrangements 
for concessionary coal, provided that the present total of about 
five million tons was not exceeded, and it will probably adhere 
to this view. On their side, the miners will have to work out a 
satisfactory redistribution to even out the anomalies between 
the districts. 


The union, which has asked that an interim arrangement should 
be reached for Lancashire—the seat of the whole trouble—within 
a month, hopes that the main problem will be settled before the 
annual conference of the NUM in July. This seems an optimistic 
time table. The whole question is extremely complex, and is 
closely bound up with the wider issue of the revision of the wage 
structure, which has been under consideration for some time, 
The chief difficulty lies in the variety of arrangements governing 
the issue of cheap or concessionary coal. Some coalfields, such 
as Durham and Scotland, have an agreement covering the whole 
district. In Yorkshire, on the other hand, there are no fewer 
than 112 different agreements at individual pits. It is to be 
hoped that common sense and the will to reach agreement will 
produce a solution. 


A Research Committee for Chemical Engineering 


The decision of the Department of Scientific and Industrial 
Research to set up a committee to survey the state of chemical 
engineering research arises from a suggestion made by the Institu- 
tion of Chemical Engineers some months ago. Broadly speaking, 
the chemical engineering industry covers process plant of all 
kinds—that is, excluding machinery—but the boundaries are less 
clear than in civil, mechanical or electrical engineering. 


Although the term originated in this country, chemical en- 
gineering has not had the widespread recognition as a branch of 
the engineering profession that it received in the United 
States. Some of the largest firms still say that the work can 
be done by an engineer or a chemist or the two working together. 
Consequently there is no school in Britain to compare with the 
Massachusetts Institute of Technology. There are no more than 
2,000 chemical engineers in the whole country and very few places 
where they can be trained. Considering that chemical engineering 
is basic to the chemical, pharmaceutical and plastics industries, 
plays a very important role in food processing, oil refining and 
synthetic fibre production, and is essential to many processes used 
in other industries, the position is not satisfactory. 


Critics also think British industry is slow to make practical 
use of research, and falls behind American design. Chemical 
engineering in America was stimulated by the demands of the 
synthetic rubber industry, by a great expansion in chemicals, and 
by the development of catalytic processes in the petroleum in- 
dustry. The surprising example occurred last year of an American 
firm receiving a contract to design an Indian fertiliser plant, the 
building of which was to be carried out by a British engineering 
firm. On the other hand, some large chemical firms have their 
own engineering divisions, and many of them have American 
associates. Exchange of information between the two companies 
is unlikely to be only one way. 


The new committee will not need to judge the grounds for 
this unfavourable comparison. It is known that a good deal of 
uncoordinated research is being carried out at this moment. It 
is also known that process plant designers are sometimes held 
up by gaps in fundamental knowledge, and there are suggestions 
that in the past few years the shortage of paper for technical 
publications slowed down the dissemination of new knowledge. 
The committee will inquire what research has been done, what 
is in hand, and what are the main gaps. Merely by assembling 
this information, it should be able to exert a rationalising influence 
on an industry which has too strong a tradition of secrecy. A 


later result may be the establishment of a research centre for 
chemical engineering. 


THE ECONOMIST, May 28, j949 


Exchange and Investment 


Releases of Sterling 


Information given by Ministers this week in answer to 
Parliamentary questions has brought up to date much of the 
published information on the amount of sterling balances ang 
releases for account of overseas countries. The basic data by 
which this supplementary information can best be ‘udged were 
provided by Mr Dalton, then Chancellor of the Exchequer, in 
the course of the debate on the state of the nation in Ay 
1947. He then announced that the sterling balances held on 
overseas account on June 30, 1947, totalled £3,560 million. Of 
this, £1,700 million was immobilised or being brought under 
control by agreements with the countries concerned, £400 million 
was held by Australia, New Zealand and South Africa without 
any specific agreement on releases, £760 million was held by 
the rest of the sterling area, mainly the colonies with whom 
the close relations maintained with Britain made specific agree. 
ments unnecessary, and £500 million was held by the rest of 
the world, including Europe. These detailed figures left 
£200 million unaccounted for, and this sum was generally 
assumed to represent the working balances and sterling other- 
wise available to countries with which sterling blocking agree- 
ments were negotiated. 

One of the questions asked in Parliament this week related to 
the releases which had been made on blocked balances. The 
information given was that these amounted to £5 million in 1946, 
£156) million in 1947, £267 million in 1948 and {50 million in 
1949. All but a very few millions of the resultant total of 
£478 million was released subsequent to June 30, 1947, and would 
leave the amount of sterling blocked under formal agreement at 
slightly more than £1,250 million. The figures given in Parlia- 
ment this week take no account of the payments by India and 
Pakistan for the purchase of annuities from the British Govern- 
ment and for defence and stores under the agreement of last 
July. Since this involved a receipt of £45 million from the 
Indian Government, the actual amount of blocked balances would 
be little more than £1,200 million. The substantial 1948 releases, 
however, included the sums released in connection with the pur- 
chase of the British-owned railways in Argentina. The sums 
involved amounted to £150 million, but {110 million of this was 
provided by a British Government advance made in anticipation 
of Argentina’s current trade receipts in the ensuing year. Only 
£40 million, therefore, had to come from Argentina’s blocked 
account. This information shows the running down of sterling 
balances immobilised under formal agreements has been rela- 
tively steep and well in excess of the figure of approximately 
£43 million a year which had been tentatively anticipated in the 
course of the Washington loan negotiations, and which found 
expression in the conditions attached to that agreement. 

The further information on balances given this week related 
to the sterling assets of the colonies, which were stated to mount 
to £610 million at the end of 1948 as compared with £507 million 
at the end of 1945. These assets comprised funds of the currency 
boards and funds held with the Crown agents as well as loans to 
the British Government and London balances of banks operating 
in the Colonies. The principal holders of these assets at the end 
of 1948 were Malaya with {105 million as compared with 
£115 million at the end of 1945, West Africa with £145 million 
as compared with £100 million two years previously, and East 
Africa with £105 million as compared with {£100 million. 

* eo * 


Stiff Bargaining with Israel 


Inevitably, negotiations for the first trade agreement with 
Israel—now in their fourth week—are proceeding slowly. The 
successful conclusion of a trade pact depends primarily on agree- 
ment upon the amount of sterling to be released by Britain in the 
coming year from the Isracli portion of the former Palestinian 
sterling balances in London. At the moment of writing, the talks 
are reported to be in a delicate phase—with agreement either 
almost in sight or further off than before the negotiations start 
The sterling balances amount to some £60 million, of which the 
Israeli share is about £35 million. Wher the negotiations opened, 
the Israelis requested the release of a sum believed to approach 
£20 million. Since then, both sides have made concessions. 
Israeli delegation, conscious that its claims for releases are pitt 
on a higher level than those granted to other sterling creditors, 
argues that these sterling balances merit morz favourable treat- 
ment, since their origin is rather different from, say, that of the 
Egyptian and Indian balances. The Israeli balances are only 
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Birth of a carburettor 


HERE YOU SEE One of the series of intricate operations by 
which we produce Crown Special high grade zinc (99.99 +4-% 
essential for the production of MAzAK Alloy. 

In the production of die cast car-parts — from carburettors 
to shock absorber bodies -— Mazak Alloy is specified to ensure 
maximum stability and strength. 

We produce many other basic materials vital to Britain’s 
home and export trade. These include various grades of zine, 
zinc pigments, high purity zinc sulphide, zinc dust, sulphuric 
acid, cadmium, vanadium catalyst, metallic arsenic, fungicides 
and fluorides. 


IMPERIAL SMELTING 
CORPORATION LIMITED 


37 Dover Street London WI 








Springtime for Old 


Only small pieces of steel . . . but they were badly needed to 
make buckles for the buffer springs of Britain’s railway wagons. 
Sawing, shaping and slotting kept production of these buckles 
down to two per machine per day. So the B.O.C. were called 
in—and one process, Flame Cutting, took the place of three. 
95,000 buckles have been produced in a fraction of the time 
previously taken, and at about one-third the cost. Throughout 
Industry today B.O.C. processes are reducing costs and 
Cutting production time. 
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INCENTIVE MEANS BETTER TYRES 


A thick join could 
ruin a tyre but a 
first-class worker 


never makes one.. 


ALL tyres musthaveatread 
join but a badly made join 
means an off-balanced tyre. 
Heavy joinstend to pound’ 
the road causing undueheat 
and early failure. To make 
aperfect join everytime you 
must have workers keenly 
interested in doing a first- 
class job. 


*s factory is equipped 
with the most modern plant 
but there are many hand opera- 
tions at which the skill and mental 
attitude of the worker decides 
whether the finished tyre is to be 
good or bad. 
Henley’s Co-operative Award 
Scheme was introduced to im- 
rove standards of workmanship. 
this, workers are rated accord- 
ing to the quality (not the speed) 
of their work. As the rating 


HENLEY TYRES 


BUILT WITH INCENTIVE 


BRENLEY'S TYRE AND RUBBER COMPANY LIMITED, 
BMILTOR COURT, DORKING, SURREY. Works: GRAVESEND, KENT. 
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One of the biggest deterrents to 
crime is the possibility of the culprits 
being surprised by patrolling police 
officers, Yet every day thousands of 
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traffic control duty, although Electro- 
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rises, pay rises too. As you 
would expect, absenteeism and 
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part wartime accumulations. Part of the money was in London 
before the war; part represents funds which Palestinian (now 
Israeli) citizens have preferred to keep in London rather than 
the Middle East. The Treasury, acknowledging that there is force 
in this argument, is apparently prepared to make some conces- 
sions, but evidently the British figures do not come up to Israeli 
expectations. 

At the moment Israel is short of any kind of foreign exchange, 
even shorter of sterling than of dollars. In 1949 Israel’s import 
programe, already severely pruned by a system of import licenses 
which has at last begun to function properly, is sull likely to 
exceed 480 million. Of this no more than {20-25 millon ts 
likely to be earned by exports. The balance will have to be 
financed from loans, gifts and sterling releases. The Export- 
import Bank has granted a loan of $125 million. A further 
$100-120 million is expected to be covered by funds privately 
collected in the United States (though a trade recession may 
sharply curtail private contributions). In addition, American 
industry is planning to invest about $20 million in Israel. But 
not all this money will be available during the next 12 months. 

Other financial matters under discussion may have to be left 
over until further talks scheduled to open in Tel Aviv during 
July. At the moment, the first necessity is to revive trade between 
the two countries. Israel, for Britain, is a long shot as a supplier 
of manufactures. Apart from citrus fruit, potash, and some oil, 
Britain is unlikely to obtain much that is immediately useful. 
But as a market—for soft-currency exports—it will be of growing 
importance, 


Realism on Bonus Issues 


Sir Michael Kielberg’s reasons—given in his statement with 
the 1948 accounts—for deferring consideration of a bonus issue 
by United Molasses have been taken to heart by the City 
enthusiasts who have been getting so excited lately about the 
early possibilities of such issues by many companies, and by this 
one in particular. In his annual statement two years ago Sir 
Michael made it clear that only the bogey of the bonus issues 
tax stood in the way of a bonus issue by United Molasses. At 
that time he also advanced the view that “by restoring the 
£3,234,000 written off in 1933, the issued capital would, to the 
undoubted benefit of the company’s standing abroad, have been 
brought up to an amount more in keeping with the scope of the 
company’s operations. It would also have had the advantage of 
reducing the present rate of dividerid from 27} per cent to 10 per 
cent, thereby giving a truer picture of the percentage of profit 
earned on the capital employed in the business.” Whatever the 
prevalent misunderstandings about the worth of bonus issues, 
the market may be excused its expectation that the company would 
soon follow in Vickers’ footsteps. 

But this is what the chairman of United Molasses has to say 
today. “The seriously inflated cost of our new fleet of tankers, 
the many uncertainties clouding the present and future economic 
position of the country, as well as the unsettled and threatening 
international situation, must obviously be taken into considera- 
tion when weighing the advisability or otherwise of making a 
tree bonus issue.” These broad developments may have rendered 
the old reasons less compelling, even though the reserve position 
of United Molasses has been strengthened further in the interim 
as a result of mounting trading profits—the reserves are now 
equivalent to more than double the total issued capital. Yet Sir 
Michael can now tell his shareholders with conviction that at 
least part of the attraction of a bonus issue from their point of 
view has been negatived. He says “ Stockholders, as far as income 
is concerned, would gain nothing by a bonus issue, as quite 
apart from the policy of dividend limitation, there obviously can- 
not be any question of increasing the total amount distributed 
in dividends until all the eleven tankers have been drastically 
written down out of earnings.” Like many other companies, 
United Molasses is running into an uncertain trading period with 
its balance sheet saddled with high-cost postwar additions to 
fixed assets. It certainly behoves the company to be cautious 
in writing up its permanent capital to match these inflated assets 
values. A bout of unpropitious economic weather might soon 
reveal the unwisdom of such precipitate action. That is the 
crux of the matter, whatever | tities are at present revealed 
in many balance sheets between issued capital and the true capital 
en in the business. A wider realisation of these home- 
tr has this week pricked the bubble in prospective “ bonus 
issue” shares, and that is a salutary and welcome development. 


THE ECONOMIST, Muy 25, fiyy 
Senor Machado Signs 


The long awaited agreement between the Brazilian Govern 
ment and the remaining British railway companies in Beazil y,,, 
announced as this issue of The Economist was going to press. By; 
it affords little reason for jubilation, except possibly for Great 
Western of Brazil. It marks, of course, another stage in th: 
liquidation of British overseas assets and but for the fact that thes. 
particular assets have been for the most part unremunerative jn 
recent years, their passing might be lamented. In judging the 
amounts of compensation to be offered to the principal beneficiaries 
—Great Western and Leopoldina—it must be remembered that 
Great Western has been entitled to much the more favourable 
terms of the two, since in recent years it has been operating at q 
profit and is almost up to date in payments of interest on_ jt; 
debenture stock. Leopoldina, on the other hand, has been in th: 
red for years. In the negotiations which have been proceeding 
for four months in London, Sehor Machado appears to have paid 
most meticulous attention to the need for making the agreement 
acceptable to the Brazilian Congress and Government by whom— 
as well as by the debenture and share holders of the companies 
themselves—it has to be ratified within six months. This being 
the case, it must be hoped that he has written the prevailing 
mood of Brazil into the agreements—since failure to ratify would 
mean making a fresh start. 

The Great Western company, as compensation for the rescission 
of its lease, which does not legally expire until December, 1960, 
and for the purchase of its rolling stock, stores (subject’ to the 
right of rejection) and other assets in Brazil, is to rece 
£3,670,000. The company will continue to operate the railway 
as agents of the Government until the agreement is ratified. 
directors estimate that while neither the ultimate amount to be 
received for stores nor the claims and compensation to be g 
can be precisely gauged at present, it is unlikely that the fi 
surplus of assets over liabilities should be less than £7 15s. } 
{10 stock unit after repayment of the £1,000,000 outst 
debentures (plus small arrears of interest) and of the £1,000,000 
preferred stock. The margin between this figure and the market 
price of £7 for the ordinary units on the eve of the annoutke- 
ment appears to allow fairly liberally for the possibilities of a 
hitch and for unforeseen and at present indeterminable liabilities. 
The market’s first reaction to the terms was to mark the units 
up by }. 

Leopoldina is to receive a lump sum of £10 million to cover the 
sale of its railway and other fixed assets in Brazil. But out of 
this sum, it will be obliged to meet its current and contingent 
liabilities. In addition, the agreement provides for the separate 
purchase of the company’s stocks and stores for an amount over 
and above the main payment, but the company has also reserved 
the right of rejection. To facilitate the ultimate distribution of the 
compensation money, a scheme of arrangement is to be prepared 
and submitted as soon as possible. In view of the imponderables 
arising from the brief announcement on Thursday, the marking 
down of the junior stocks of the company appears well justified. 


* * * 


San Paulo Repayment 


The proposal of the San Paulo (Brazilian) Railway to repay 
its outstanding £1,000,000 5 per cent non cumulative prefereace 
stock and to return ros. per £1 unit of its paid-up {3,000,000 
ordinary stock will serve as a reminder to stockholders of the 
other Brazilian railway companies of the Jength of the road to 
repayment. It is more than 2} years since the railway was taken 
over by the Brazilian authorities and eight months since the 
company received £6,638,803 in sterling in settlement of its main 
claim for compensation. Of this amount £2,403,289 is in process 
of being repaid to the four outstanding debenture 1ssues, 
leaving £4,235,514 to meet claims and expenses and for dis- 
posal among the shareholders, The question of liquidation does 
not immediately arise, since the company is still operating the 
Bragantina section of railway in Brazil and has further claims to 
be settled there. While the £1,500,000 now being returned 1 
ordinary shareholders is regarded by the directors as the maxl- 
mum that can be distributed now, other disbursements seem 
certain to follow. But if this is the whole amount to be 
out of the tion money paid last year—the dinecenns 
to imply that amar repayments will depend on the isa 
additional compensation—the market is evidently right in regare 
img the proposal as disappointing. Admittedly, claims { She 
expenses would be bound to absorb a considerable sum © 
event of a winding up or where compensation to employees 
directors is involved. But to withhold £1,735,514 for such pos 
sible contingencies presumes either that hitherto unstated claims 
have to be met or that the directors are being 
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THREE DAYS MACHINING TIME SAVED 


BAKELITE materials, particularly when moul- 
ded, can often turn a tricky special operation 
into a straightforward repetition job. They can 
take on tasks formerly within the province of 
cast metals. They can ease shortages in other 
materials (our new factory is now in produc- 
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put the post-book straight. The best place to put a post-book straight, 
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own record! The post leaves the office sooner and goes straight to the 
sorters to catch the early train. A Neopost costs very little and even the 
smallest business will find it pays its way. Approved by the Postmaster 


VICTORIA HOUSE - SOUTHAMPTON ROW - LONDON, WC1 


1013 


They’ve run out of stamps again, and there are four urgent letters just about 
e 


to 
is 


Eliminate postage stamps: Post early in the day—the Neopost way 





<— RAEORER: 





4 ; 


+ Tega 


Sipe ts RO RNS RR 


— 
ey 
« mas giek ctr oot Ae 
eb ahh yeu Se le a fie 
*: eae chk, Pe 


Vy emt 
Ps ty ek 

A sO 

Se eate 


1014 


The market has this week taken the pessimistic view, and the 
ordinary stock has slumped 20 points to 148. 


° * * * 


Trends in Trade 


The reversal last month of the expanding wend in British 
exports caused a sudden jump in the adverse trade balance. The 
“ crude” deficit, which is the excess of imports (valued c.i-f.) over 
total exports (valued f.o.b.), amounted to £4.5 million, or more 
than double the monthly average for the first quarter of the year. 
But the gap was stil] smaller than in April, 1948, and for the first 
four months of this year the “crude” deficit reached only £107 
million compared with £173 million in the corresponding period 
of last year. The Apri! trade figures are not desperate, but they 
are disquieting. 

The monthly movement of the trade deficit is not a reliable 
guide to Britain’s foreign exchange position, since imports follow 
definite seasonal trends while exports are affected by the 
incidence of holidays. But in April, even after allowance is made 
for Easter, the rate of exports was 3} per cent less than in March 
and 2} per cent less than in February. This sudden reverse 
can be seen in the following table, in which exports for each 
month have been adjusted to a standard 26 working days. 


British Exports 
(Adjusted to Normal Working Month of 26 Days) 
(£ Million) Ee 





1948 1948 { 1948 199 
lan 115 _ ae 1 Septe i c+ 131 Jan 1 
OR. sexe 122 fame. i fos 1593 ee aan 140 ws K6 152} 
126 SF's née 140 Nov 147 knees 1 
April..... 126 Aug 236. OT Dea essa 151} ae 149 


The trend in exports has changed since a year ago. For the 
rest of the year exports may not decline, but their increase is 
likely to be more sporadic and less certain. 

The main decline in exports occurred in the vehicle group, 
although the fears expressed recently by motor manufacturers are 
not yet substantiated by the official export figures ; the number 
of cars and chassis exported in April actually exceeded by a 
small margin the average for the first quarter of the year. This 
gain was more than offset by the smaller shipments of agricultural 
tractors and ships. The export of machinery and cotton textiles 
also declined on the month, but remained larger than in February, 
whereas wool textiles reached their lowest monthly figure for this 
year. Coal exports were down and have been declining for two 
months. Exports .of most manufactures were maintained 
above their February level, though they were smaller than in 
March. There is still some buoyancy in the export drive, but 
the official figures do not yet reflect the difficulties about which 
manufacturers have been complaining in recent weeks. 

Imports during April at £187} million were only slightly less 
than the March figure of £190 million. More grain, feeding- 
stuffs, meat and sugar were received and less dairy produce, 
cocoa, coffee and wines. Imports of most raw materials other 
than petroleum and cotton were also heavier. Now that the 
Government is spending the balance of Marshall aid, which had 
been previously earmarked for Canadian wheat, on other goods, 
imports this year are likely to be larger than originally planned. 


*x *« * 
Contracts for Metals 


The Government has decided wisely enough—though late in 
the day—to give more information about its buying operations. 
The available data still show too many gaps to allow a precise 
assessment of the results of the policy of centralised purchasing, 
but the system seems to. be proving costly. It may 
be that if all the facts were known, an opposite conclusion would 
be drawn. But certainly on available information that seems 
= ; and if it were so, the Government would surely have 
said so. 

Last Monday the Minister of Supply gave in answer to a 
question in the House details of the contracts for metals made by 
his department. The aluminium contract with Canada covers 
deliveries up to March, 1950. Contracts for the delivery of copper 
from Canada, Rhodesia, the Belgian Congo and Chile run until 
the end of the year. Lead and zinc contracts with Canada and 
Australia expire at the end of next month; so does the lead 
contract with Northern Rhodesia. ©n the other hand, no period 
is fixed for the tin contracts. "The contracts for tin’ore from 
Nigeria and East Africa are subject to three months’ notice 
of termination, while the Ministry of Supply has agreed to buy 
the total output of tin metal from Malaya until further notice. 
The contracts for chrome ore from the Philippines run until 
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September, from Rhodesia and Baluchistan until October ang 
from Turkey until next April. The Minister also added tha 
imported steel was bought in bulk by the British Iron and Steel 
Corporation under the supervision of his department. 

These details show to what extent the Ministry of Supply ha 
secured supplies of raw materials for British industry for ‘< 
rest of the year. They also show that even if the London Metal 
Exchange were reopened, its scope of operations would be limited 
until the existing contracts expired. But there is no indication 
whether the contracts are at fixed or variable prices. To contract 
for a year’s supply at the price ruling at the beginning of the 
year is one thing—and a costly thing on a falling market, But if 
the contract stipulates the price ruling at time of delivery, then the 
price will presumably be in relation to the New York market : the 
difference is of extreme importance te British manufacturers 
If the Ministry of Supply’s buying prices are determined at the 
beginning of each year, then there is little chance of any significant 
reduction in the price, say, for copper until next January, whereas 
for lead and zinc there will be a chance in July. It is ‘generall 
known that the price for aluminium is fixed for twelve alanis 
but the Ministry has an opportunity next month to reduce in 
buying price for tin metal notwithstanding the fact that the con- 
tract covers “the total output unul further notice.” When Mr 
Strauss said recently that the copper contracts were generally of 
three months’ duration, he was obviously thinking of the price- 
fixing period. The price clause no doubt varies from contract to 
contract and from one group of producers to another ; some Prices 
can, therefore, be brought more into line with the world Jevels— 
once the cost of writing down stocks has been allowed for—eyen 
though these contracts exist. 


* * * 


Scope of Government Buying 


It is also not known what quantities these contracts cover 
though estimates could be made. From the trade returns it would 
seem that practically all Britain’s imports of copper are under 
contract—assuming that the quantities imported last year from 
the United States and Belgium were under the toll refining 
scheme—some 89 per cent of the lead, about half the zinc (but 
nearly all the zinc concentrates) and 28 per cent of the tin ore 
and concentrates imported. These proportions are further borne 
out by a written statement made by Mr Bottomley, the Secretary 
for Overseas Trade. Although he was asked to give the quantity 
and value of goods “ bought in bulk,” Mr Besiomley actually 
gave the purchases made by the Board of Trade, the Ministry 
of Supply, the Ministry of Food, and the Ministry of Works 
during 1948. The tables are included in this week’s issue of 
the Records and Statistics supplement. The omission of the 
word “bulk” from the answers, was no doubt intentional as 
the tables appear to cover total governmental purchases. 

Last year the Board of Trade spent £200 million on various 
raw materials ; £73 million went on timber, £43 million on textile 
raw materials other than cotton, £41 million on paper-making 
materials, and £19 million on fertilisers and chemicals. The 
Ministry of Supply spent £99 million, of which £37 million was 
for copper, £15 million for lead, and £10 million each for zinc, 
virgin aluminium, and steel. The Ministry of Food had the 
largest bill with £696 million ; dairy produce, and oils and fats 
amounted to £223 million, cereals and feeding-stuffs £193 million, 
meat and bacon {101 million. The Ministry of Works spent 
£2,800,000 on buying 225 excavators. 

From the figures given by Mr Bottomley it is possible to 
calculate an average purchase price paid by the Ministry of 
Supply for copper, lead, and zinc. For copper it was £121 4 
ton compared with £124 in New York and £134 at users’ works 
in Britain. For lead the average purchase price was £38 a ton 
compared with £100 in the United States and £96 in Britain, 
while zinc was bought at an average price of £66 a ton against 
£80 in New York and £74 at users’ works in Britain. From 
these figures it would seem that the Ministry bought very 
advantageously last yeas, and British manufacturers obtained lead 
and zinc at prices below the American levels. But the market 
was rising then, and bulk buying, in its strict sense, generally 
pays a handsome dividend under those conditions. Moreover, 
to gain a price advantage on a rising market is less important © 
manufacturers than to avoid being at a disadvantage when the 
market falls. : 

Yet if itis truc, as these averages suggest, that the Ministry 
of Supply bought last year so cheaply, and since on April Ist 
last year the Ministry already had a credit of £3,500,000 0” 
its non-ferrous metal account, there should be ample funds avail- 
able to write down present stocks and further reduce the selling 
prices in Britain. 
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What's in a pint 


Some people seem to think that the brewing 
of beer today involves the use of “chemicals.” 
By that they mean that it’s not made in the 
traditional way with wholesome ingredients. 

In fact they are quite wrong. Beer today is 
just as pure and wholesome as ever, but for 
the time being its strength is restricted by the 
Government. The method of brewing is 
fundamentally the same as it was hundreds 
of years ago, only on a much larger scale. 


The essential basis is the same too— barley, 


hops, yeast. 


The barley is converted into malt, which is 
the main body of beer ; sugar may be added and 
the mixture is boiled with hops, which give 
flavour; after cooling, yeast is added and fer- 
ments and transforms the whole into fine beer. 

It sounds simple and it is. But like all 
simple things it depends on knowing how. 
That is the art of brewing. 





A New British Industry 


HUGE EXPORT INCREASE OF 
ELECTRIC WASHING MACHINES 
Report from Ministry of Supply 


The following extract is made from a statement 
recently issued by the Ministry of Supply: — 


“ Britain’s 1948 electric washing machine exports were 
more than 107 times the value of 1938 exports—£ 1,132,240 
compared with £10,500 worth. eer 
This increase is not only an important contribution 
to the nation’s recovery, but it establishes an industry 
which scarcely existed pre-war. 
One firm last year exported nearly 58,000 machines 
to 2§ countries, including hard currency countries such 
as Belgium, Switzerland and the Argentine, where the 
market for British washing machines is especially good; 


other good customers were Australia, South Africa and 
Turkey... 

This state of affairs, although largely the result of 
encouragement to producers by the Ministry of Supply, 
is primarily a story of determination and foresight by the 
manufacturers themselves. 

They have incorporated new ideas and devices and 
have shewn initiative in sending representatives abroad 
to discover the requirements of other countries,” 


Hoover Limited derive considerable satisfaction from the knowledge that they have played a leading 


part in establishing this valuable new industry. 


Their recently built factory at Merthyr Tydfil is en- 


tirely devoted to the manufacture of electric washing machines. 


HOOVER LIMITED 


Factories at 


PERIVALE, MIDDLESEX 


- CAMBUSLANG, SCOTLAND -:- 


MERTHYR TYDFIL - HIGH WYCOMBE 
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COMPANY MEETINGS 


THE UNION BANK OF SCOTLAND, LIMITED 


SUCCESSFUL RESULTS 
SIR A. STEVEN BILSLAND’S REVIEW 


The annual meeting of shareholders of 
this Bank was held on Wednesday, May 25th 
—Sir A. Steven Bilsland, Bt., M.C., D.L., 
LU.D., Chairman of the Board, in the chair. 

In submitting the directors’ report, the 
chairman said that towards the end of the 
financial year, Mr J. O. M. Clark, who had 
been a director for 20 years, had intimated 
his desire to retire from the board. During 
his long period of office Mr Clark had 
given outstanding service to the Bank and 
he always had closely at heart the interests 
of the Bank and the staff. The directors had 
accepted his resignation with great regret, 
and at the same time had pleasure in appoint- 
ing him an extraordinary director of the Bank. 

During the year the directors decided to 
invite Mr John S. Abbott, J.P., Kilmarnock, 
and Mr John M. Ross, F.F.A., F.R.S.E., 
Edinburgh, to join the board. They were 
very fortunate to obtain their services and 
they welcomed them that day. 

(he directors recently had pleasure in 
filling a vacancy in the London focal board 
by the appointment of Sir Patrick Spens, 
K.B.E., K.C. 


BALANCE SHEET ITEMS 


It would be observed from the accouats 
that the balance sheet total was now 
£82,440,000, an increase of £857,000, com- 
pared with last year. During the first nine 
months of the year under review, their 
deposits had reached figures substantially 
higher than those of the previous year, but 
in the first three months of 1949 there bad 
been a marked decline in bank deposits 
generally. Their total deposits at 
£69,721,000 on. the balance day showed an 
increase of £314,000 over last year. The 
volume of note circulation continued to 
expand and at £6,939,000 showed an increase 
of £483,000. 

On the assets side of the balance sheet, 
cash and money at call and short notice 
amounted to /£18,844,000, an increase of 
£1,095,000. Bills under discount at 
£986,000, including £525,000 — British 
Government Treasury Bills, were £915,000 
lower than last year, and their holding of 
Treasury deposit receipts at £4,500,000 
showed a reduction of £500,000. These 
liquid resources amounted in all to 
£24,331,000, about 32 per cent. of the 
liability on deposits and notes in circula- 
tion, British Government securities, which 
were mostly short-dated, stood in the books 
at £39,023,000, an increase of £768,000 
during the year. 

It was important that a substantial pro- 
portion of their resources should be em- 
ployed in making suitable banking advances 
to meet the legitimate requirements of trade 
and industry. Fresh demands for accom- 
modation of this kind continued to be made 
egularly, and, notwithstanding the necessary 
process of liquidation of existing advances 
which was going on continuously, it was 
satisfactory that loans amd advances at 
£14,225,000 showed an increase of £712,000. 


PROFIT AND ALLOCATIONS 


The profit for the year, after making full 
provision for taxation and for all bad and 
doubtful debts, amounted to £242,500, en 
increase of £2,800. In accordance with the 
provisions of the Companies Act, 1948, it 
had been necessary to transfer from general 
reserve fund the sum of £200,000, repre- 
senting the premiums arising from the issue 
of “B” shares in 1930, to a separate share 
premium account. From the profit cf the 
year a sum of £50,000 had been placed to 
the general reserve fund, which now stood 
at £2,000,000. It had again been thought 
advisable to allocate £30,000 for deferred 


repairs and renewals in view of the volume 
of work which had still to be undertaken, 
and, as usual, £40,000 had been set aside 
in respect of their liability rer pensions and 
allowances. After giving eflect to these 
allocations and providing for the dividend 
of 18 per cent. recommended by the board, 
the carry forward amounted to £165,000, an 
increase of £4,000 over last year. 


ENCOURAGING INCREASE IN EXPORTS 


During 1948, Great Britain had achieved 
a measure of recovery and progress, in pro- 
duction and in the volume of export trade, 
consideradly in cxcess of what bad appeared 
possible at the beginning of the year. 
Although over-all the target figures of pro- 
duction had not been achieved, a suostanual 
increase took place over a wide range of 
industry, and the steel industry had not 
only exceeded the cutput asked, but also the 
increased total set during the year. 

Comparison with 1947, in production or 
export trade, was misleading, on account 
of the disastrous effect of the fuel crisis that 
year. But, viewed against the last quarter 
of 1946, when the volume of export trade 
was 111 per cent. of that of 1938, the in- 
crease in volume to 135 per cent. for 1948 
Was certainly encouraging. 

The volume of British exports in 1948 
had exceeded that of any year since 1929, 
but in considering the outlook one had to 
have regard to the evidence of trade reces- 
sion in the United States, the introduction 
of new import and exchange restrictions by 
many countries, and also the increasingly 
high costs of production in this country. 

As the result of the improvement in our 
affairs we had achieved—at anv rate for the 
present—an equilibrium in our over-all 
balance of payments. This had been made 
possible by the benefits received from 
Marshall Aid, and, to some extent, by the 
favourable, but fading, sellers’ market condi- 
tions. Notwithstanding these encouraging 
facts, however, the position was. still 
dangerous, and the major problem—ihe 
adverse balance of the sterling area with the 
Western Hemisphere—not only remained 
unsolved, but might ‘1 fact become more 
difficult. 

Although Great Britain had considerably 
increased her exports to the U.S.A. and 
Canada, we were still far from being able to 
pay by our exports for all essential imports 
from these countries. The fall in prices of 
raw materials and food in the United States, 
which had not yet occurred to any extent 
in Britain, and the fact that for currency 
reasons British purchases of many raw 
materials were made in expensive markets, 
would add further to the difficulty of achiev- 
ing the increase we required in our trade 
with the Western Hemisphere. The structure 
of relative prices in hard and soft currencies 
was gradually losing equilibrium. 


MAXIMUM EFFICIENCY ESSENTIAL 


Therefore, it was essential that we should 
achieve the maximum efficiency through 
improved plant and equipment, better 
organisation, greater technical progress and 
increased production per man year. What 
was most necessary was to devise an incen- 
tive for the wage-earner in industry. Without 
that incentive in all walks of life the recovery 
of a sound economy must of necessity be 
delayed. There was little doubt that the most 
efficient units in many if not all industries 
in this country had littl to learn from 
abroad, but there were differences, sometimes 
large, between the most and the least effi- 
cient units. If this gap could be considerably 
reduced a most welcome improvement in 
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average productivity would result. This 
object would be greatly assisted by CO-opera- 
tion in the dissemination of information and 
methods within industries “through their 
organisations, by meetings of practical men 
to discuss common problems and by con- 
tinuous interchange of visits between plant 
and plant. But to achieve success such 
co-operation must be adopted as an industry 
policy ; it must be sincere, organised and 
continuous. Unfortunately, the stern facts 


of the situation did not yet appear to be: 


appreciated by the great mass of our people 
Through the generous action of the United 
States of America and Canada we continued 
to enjoy a standard of living much in excess 
of what we ourselves could sustain. By 
1952—-when Marshall Aid would cease— 
we must be able to depend entirely on our 
own unaided efforts. 

The Budget, which was opened by the 
Chancellor of the Exchequer on April 6th 
had faced the realities of our position, re- 
sulting both from general world conditions 
and from our advance to what was termed 
the Welfare State. Adinirable as was the 
aim of the health and social measures pass+d 
by Parliament, it was impossible not to feel 
grave concern in the difficult and dangerous 
circumstances of the present time, on 
account of both the magnitude and the 
rigidity of the annual national expenditure 
to whick we were committad, 


EFFECT OF TAX BURDEN ON BUSINESS 


The current rate of taxation inecessary 
to sustain our commitments, which absorbed 
40 per cent. of our national income, not 
only discouraged enterprise, deterred indi- 
vidual saving and deprived industry of the 
means of re-equipment and development, 
but added to the difficulty of reducing our 
costs of production, as it was reflected in 
the costs of every business Furthermore, 
the seriousness of the position was increased 
by the forecast of the Chancellor that we 
must expect a considerable automatic increase 
in social welfare expenditure in the next 
few years to cover the schemes now on ine 
statute book. The rate of expenditure to 
which we were committed was ‘oo high 
for our present volume of production and 
left no reserves of taxable capacity in the 
event of a fall in revenue or further expendi- 
ture being required for defence. If seciat 
security was to be in fact secure, the cost 
must be kept within the taxable capacity of 
the country. 


SCOTTISH HEAVY INDUSTRIES PART IN 
EXPORT EFFORT 

The recently published White Paper oa 
“Industry and Employment in Scotland in 
1948” showed that the heavy industries 
which were the mainstay of the Scottish 
economy and our other export industries 
had played a prominent part directly and 
indirectly in the national export effort, It 
also showed that further progress had bee. 
made, although at a slower rate, in broaden- 
ing the basis of our economy by the intro- 
duction of new industry. In Septemver this 
year a Scottish Industries Exhibition would 
be held in Glasgow, which wou'd demon- 
strate the advances that had taken place 
since the war in our old industries and 
the large number of new products now 
manufactured in Scotland. It was to be 
hoped that it would provide fresh impetus 
to Scottish export trade. 

The chairman said that he could not com- 
plete his review of the affairs of the Bank 
without expressing their most cordial thanks 
to Mr John A. Morrison, the general 
manager, the officials at head office and else- 
where, and the branch managers and staff 
in Scotland and London for their most 
efficient and loyal service throughout the 
year. Their thanks were due particularly 
to Mt Morrison, who directed the affaits 
the Bank in these difficult times with great 
ability. 

The report was unanimously adopted and 
a dividend at the rate of 18 per cent. Pet 
annum declared. 


ie 

Ls 
4 
aa 
4 


peeets 
4 


Stat 


eS ee is 


Pte foot 


re 


een ace ae 


RS a Soars ae 


aah 


pare ete at eee 


Pa 


ees ARETE 





THE BC 





the en: 





his 
‘a~ 


eir 


n- 
nt 
ch 


nd 
cts 


le. 


ed 
233 


ur 


‘he 
th, 
fe- 
ns 
ed 
be 
ad 
eel 
ys 
on 
he 
ire 


BASS aioe 


ees 


at ide oe eee 


aan ssa 


ese cee eae 


So aR 


ate tr es 


iss 


ee 


at et 


Bates ae SRS er ee 


LP 


aie Le ce 


sYaraton sins seve tists 


HE RBCONOMIST, May 28, 1949 


SCOTTISH UNION AND NATIONAL 


INSURANCE 


COMPANY 


FURTHER EXPANSION 


TOTAL ASSETS NEARLY £25 MILLION 
MR ARTHUR BLAIR ON NATIONALISATION THREAT 


The one hundred and_ twenty-fourth 
gnual general meeting of the shareholders 
of the Scottish Union and National Insur- 
ane Company was held at Edinburgh on 
May 25, 1949. 

Mr Arthur W. Blair, W.S., chairman, said: 

My Lords and Gentlemen, It is with a 
feeling of sincere regret that I refer to the 
death in October last of Sir Thomas Barnby 
Whitsun, D.L., LL.D., F.R.S.E., who had 
held office as a director of the company since 
1936. For many years Sir Thomas had given 
potable service in municipal affairs to the city 
@ Edinburgh and his wide experience 
and sound business knowledge were of 
inestimable value to the board. 

We were also sorry to learn in July, 1948, 
that Mr Harry George Younger, who was 
our senior director, had decided to resign 
fom the board on account of advancing 
years. Mr Younger became a director in 
1902 and gave valuable service to the com- 

y during the long period of 46 years. 
fis genial presence at our weekly meetings 
has been greatly missed. 

I am pleased to intimate that Mr Charles 
Frank Johnston Younger, D.S.O., has been 
appointed to fill one of the vacancies on the 
board, and we extend to him a verv cordial 
welcome 


Before dealing with the underwriting 
tesults I should like to refer to certain altera- 
tions which have.taken place in the accounts 
for 1948. 

The parity of exchange recognised by the 
International Monetary Fund for U.S.A. and 
Canadian dollars is $4.03 to £1. The use of 
the conventional rate of $5 to £1 for the 
holding company’s United States and Cana- 
dian branches and United States subsidiaries 
was discontinued as from January 1, 1948, 
amd U.S.A. and Canadian figures in the 
«counts now under review are presented on 
the basis of $4.03 to £1. 

Overseas state and local taxes which were 
Previously included in the profit and loss 
count under dominion and foreign taxes 
have been charged in the underwriting 
accounts. 

It is essential that our subsidiary companies 

oad should be kept in a strong financial 
position. The substantial earned surpluses 
of our U.S.A. subsidiary companies are re- 
tamed abroad and the whole of these sur- 
pluses is now held in contingencies reserve 
mstead of being partially included in the profit 
loss account as formerly. 

Further alterations have been made in the 
accounts to comply with the requirements of 
the Companies Act, 1948. The form of the 
consolidated profit and loss account has been 

d to show the profit of the group for 
the year and the profit for the year dealt with 
m the accounts of the holding company. The 
assets and liabilities in the consolidated 

¢ sheet have been re-grouped and the 
sheet of the holding company which 
hot previously been published is shown 

™ pages 8 and 9 of the report. 

In view of these changes, comparisons with 

figures of the previous year cannot con- 
tly be given. Next year and in future 
Comparisons will be shown. 


LIFE DEPARTMENT 


The conditions following the close of 
hostilities were favourable to the develop- 
ment of new life business. Consequently, at 
the end of both 1946 and 1947 we were able 


to report a substantial increase in new life 
assurances effected with the company. I am 
Pleased to report a further substantial in- 
crease in new sums assured written during 
1948, the figure, after deducting reassurances, 
amounting to £2,889,462—an increase of over 
£600,000 compared with 1947. As the year 
progressed, however, it became increasingly 
clear that conditions were changing and that 
a shortage of surplus spending power was 
causing a contraction in the*business avail- 
able. In fact, the increase in our figures was 
due mainly to the very encouraging amount 
of business written in connection with group 
life assurance and pension schemes, follow- 
ing the establishment in 1947 of a special 
epartment to handle this type of business. 
In the first year of its operation the schemes 
insured with the company produced life assur- 
ances in excess of £750,000 combined with 
the purchase of annuities for prospective pen- 
sioners of over £200,000 per annum. The 
new annual premium income from these 
schemes is just short of £100,000. These 
results have materially exceeded our expecta- 
tions and I am glad to say that the number 
of completed schemes in the first few months 
of 1949 and the large number of enquiries 
on hand give us hope that this side of our 
business will continue at a satisfactory rate 
of progress. The figures in the life account 
call, I think, for litth comment. The com- 
pany’s favourable mortality experience was 
maintained and the amount paid in death 
claims during the year 1948 amounted to the 
low figure of £323,240 compared with over 
£440,000 in 1947. The gross rate of interest 
earned on the life funds in 1948 was 
£3 19s. 3d. per cent. and the net rate 
£3 1s. 6d. per cent. It will be observed that 
the expenses and commission relating to 
annuities have been shown separately from 
those relating to life assurance. Following 
the establishment of our group life and pen- 
sions department, the issue of annuity con- 
tracts, particularly deferred annuities to 
secure pensions, may be a growing propor- 
tion of our total business and in order to 
give the fullest information, it has been 
thought advisable that the cost of this busi- 
ness should be shown separately. 


FIRE DEPARTMENT 


The premium income of the fire depart- 
ment reached a total of £2,959,754—an in- 
crease of £663,817 over the income of 1947. 
This, however, is not a true comparison, as 
part of the increase in revenue is attributable 
to the alteration in the rate of exchange for 
the United States and Canadian figures to 
which I have already referred. In addition, 
other overseas figures included in the account 
cover a period of 15 months from October 1, 
1947. to December 31, 1948. Hitherto it 
had been the practice for some years to close 
the books for these accounts on September 
30th in each year. 

Even after making allowances for these ad- 
justments I am pleased to report that a 
steady expansion of business Both at home 
and abroad has continued during the year. 

There was an overall improvement in the 
claims experience compared with 1947. Al- 
though the total fire wastage in Great Britain 
continued at a high level during the year, 
the department was able to produce very 
satisfactory results on its home business. 

In the United States where losses have 
been reaching record figures for the past few 
years and have been causing much anxiety 


‘1017 


to all companies operating in this territory, 
there was a welcome reduction in the loss 
ratio last year, 


In the remainder of the overseas field, 
further development has taken place and 
although the claims experience in some coun- 
tries, notably Canada, has not been good, 
the results as a whole were favourable. 


The trading surplus of the fire department 
for the period of the account is £253,750 
and, after making our usual provision of 50 
per cent. for unexpired risks, a sum of 
£173,560 has been transferred to the profit 
and loss account. It will be observed that 
in view of the continuing expansion of the 
fire account the fire insurance fund has been 
strengthened by increasing the additional 
reserve to the sum of £1,125,000. 


ACCIDENT DEPARTMENT 


The net premium income in the accident 
department increased from £707,563 in 1947 
to £908,383 in 1948, an advance of over 
£200,000. 

As in the fire department, part of this 
increase is due to certain overseas figures 
covering a period of fifteen months, but, after 
making allowance for this, the account shows 
steady progress both at home and abroad. 

It will be remembered that on July 5, 
1948, the National Insurance (Industrial 
Injuries) Act came into force as a result of 
which Workmen’s Compensation Insurance 
which we have transacted for many years 
automatically ceased. Employers are, how- 
ever, left with the burden of the liability at 
common law and, for this responsibility, we 
continue to grant full protection. 

Notwithstanding the loss of Workmen’s 
Compensation business, the total home in- 
come exceeded that of the previous year and 
the underwriting experience in this country 
was satisfactory. Each section of the account 
(personal accident, empioyers’ liability, motor 
and miscellaneous) showed a profit, although 
claims for burglary and theft continued at a 
high level. 

There was a substantial increase in over- 
seas premiums during the period under re- 
view, but the underwriting experience com- 
pared unfavourably with the home account. 
The claims arising from motor business in 
certain overseas countries were unusually 
high, and it is clear that the present motor 
rates in these countries are imadequate to 
meet the high costs of repairs and the heavy 
damages awarded for personal injuries. 

The trading surplus of the accident depart- 
ment for the period under review was 
£78,352 and, after making our usual provi- 
sion of 50 per cent. for unexpired risks, the 
sum of £16,393 has been transferred to the 
profit and loss account. 


MARINE DEPARTMENT 


Our Marine business is mainly transacted 
by our associated company, the “ Maritime ” 
of Liverpool, and it is pleasing to report that 
the net premiums in the account amounted 
to £1,301,836, showing an increase of 
£243,468 over the previous year’s total. The 
claims paid amounted to £791,327, an_in- 
crease of £162,513 over the 1947 total. The 
sum of £72,500 was transferred to profit 
and loss account, as compared with £40,000 
in 1947. The Marine Fund increased by 
£227,018 and row amounts to £1,496,944, 
representing 115 per cent. of the year’s 
premium income During 1948 there was a 
great increase in the value of new tonnage, 
and as regards cargo insurances we have 
kept pace with the country’s export drive. 
The year under review was a fortunate one 
as regards major casualties but the cost of 
ship repairs has continued to increase and 
this will be reflected in futmre years when 
heavy delayed settlements fall to be made. 


Claims for theft and pilferage have shown 
some reduction compared with 1947 but are 
sull disturbingly ~— as are claims for partial 
loss and damage, due largely to the unavoid- 
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able use by shippers of inferior packing 
materials, 

The marine market has had a favourable 
experience for several years but with the 
downward trend in cargo rates and keener 
competition, it is possible that profits in 
future years may not continue at the same 
level. 


INVESTMENTS 


The total assets now amount to nearly 
£25 million. The market values of the 
investments show little change and there is 
a substantial appreciation over book values. 
Few important changes have taken place 
during the year ; nationalisation of the rail- 
ways and electricity has narrowed the scope 
and produced an increase in our British 
Government holdings. 

Interest income was slightly improved, a 
decline from the loss of Argentine Railway 
and British Railway and Electricity Securities 
being compensated by the larger sterling 
proceeds from dollar income. 

An appearance of stability is given to 
market prices by the large influence of 
governments on monetary rates and on in- 
dustrial policy but this stability is greatly 
dependent on the continuance of Marshall 
Aid and has been helped by the postwar 
demand for our exports. Despite these rela- 
tively favourable conditions, the solution of 
the long-term dollar problem is not in sight 
and greater energy and production at lower 
costs will be required in the next few years 
to avoid serious national difficulty. Through 
our substantial insurance business in the 
U.S.A. we make a valuable contribution to 
the export trade of the country, 


OVERSEAS VISITS 


During the year our deputy chairman, Mr 
Hugh Watson, accompanied by the general 
manager, Mr Stevens, the fire manager, Mr 
Holmes, and the marine underwriter, Mr 
David Roberts, visited the United States and 
Canada in June and July and brought back 
much useful information. 


OFFICIAL CHANGES 


Several important changes took place in 
our overseas organisation in 1948. 

Our U.S. Manager, Mr Thomas R. 
Fletcher, retired on pension in July last after 
38 years’ service with the Company. Follow- 
ing Mr Fletcher’s retirement, Mr John New- 
lands, who became manager for Canada in 
1944, was appointed General Attorney in 
U.S.A. and Mr Grenville S. Tompkins was 
appointed U.S. manager. Mr Alexander S. 
Hamilton, branch manager at Leicester, was 
appointed to succeed Mr Newlands as 
manager for Canada. Mr B. A. Anstey, 
¢castern manager, was appointed assistant 
manager in London and was succeeded b 
Mr Alexander Millar as eastern manager in 
Calcutta. Our Dublin manager, Mr W. E. 
Gouldstone, was appointed secretary at our 
chief office in Melbourne, Australia, and 
several other members of the home staff were 
appointed to overseas posts. 


NATIONALISATION 


Policyholders and shareholders will be 
aware of the proposals to nationalise a sets 
tion of the insurance industry of this countty 
which are to edidiered at the Labour 
Party Whitsun erence. 

The dangers of this further attempt to 
control the freedom of choice of the indi. 
vidual are manifest. our company 
may not be immediately affected, as it does 
not transact industrial life assurance business, 
your directors are alive to the risk that the 
en wine —s of the insurance 
industry might o To Is to 
nationalise the whole. 7 ee 
, Fire, accident and marine insurances ore 
international in their scope and provide this 
country with invisible exports of great 
magnitude, the mainrenance of which is now 


critically essential to the standard of living, 
indeed, to the very existence of the dna 
in this country. ¢ nationalisation of the 
insurance industry would inevitably result in 
the rapid dissipation to foreign fields and ulti- 
mate extinction of the bulk of these invisible 
exports. 

No shareholder or policyholder should be 
deluded into thinking that, because both the 
Prime Minister and Chancellor of the 
Exchequer of the present Government have 
stated that the insurance industry will not be 
nationalised, nationalisation will not happen. 

Our company will support all possible steps 
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to prevent this from occurring, and | 
that all holders of policies off whatever Ss 
of insurance should do likewise not ont 
in their own interests but above all in the 
interests of the country as a whole. 
Finally, I should like to pay tribute to aij 
officials and members of the staff at home 
and overseas for the loyal and devoted service 
which they have given to the company during 
the past year, and to all members of our local 
boards and agents at home and abroad who 
have continued to give the company their 
most valuable support. 


The report and accounts were approved, 





CAMMELL LAIRD AND COMPANY LIMITED 
A BUSY AND PROFITABLE YEAR 
THREAT OF NATIONALISATION OF THE STEEL INDUSTRY 
SIR ROBERT S. JOHNSON’S VIEWS 


The eighty-fifth annual general meeting of 
this company was held on May 23rd at 
Birkenhead. 


Sir Robert S. Johnson, chairman and 
managing director, who presided, said: 

Ladies and Gentlemen, we have now 
reached the eighty-fifth annual meeting of 
our firm, Cammell Laird and Company 
Limited, and before dealing with the busi- 
ness of the meeting I wish to express the 
deep regret we all feel at the death of our 
colleague, Lord Rankeillour. He was a very 
prominent man in his day and he gave his 
best services to the firm while he was on our 
board. 


We have had a very busy year in our ship- 
rard and it has been a profitable one but it 
tos tested the management and staff and 
workmen to the very fullest extent and I 
wish to convey my thanks and congratula- 
tions to them all for the great success they 
continue to make of this old business. 


THE ACCOUNTS 


I will now proceed with my remarks on 
the accounts for the past year. All our share- 
holders have no doubt received and examined 
a copy and it will be noticed that in making 
them up there are several alterations in the 
manner of presentation to conform with the 
new Companies Act. Although the 1947 
accounts were not prepared on the same basis 
we have made up corresponding figures for 
comparison. The chief differences in the 
balance sheet are that revenue reserves and 
taxation liabilities are separated from sundry 
creditors and shown under their respective 
headings. 


In the profit and loss account you will 
notice that the trading profit is now the gross 
profit before deducting depreciation, taxa- 
tion and directors’ fees and other emoluments, 
these being shown as separate items on the 
debit side of the account. Income from in- 
vestments is now shown “ gross,” i.c., before 
deduction of tax. 


Turning to the balance sheet, the first item 
to comment upon is general reserve which {t 
is now proposed to increase by £200,000 
bringing the total at the end of 1948 up to 
£2,900,000. It will be observed that our total 
revenue reserves and undistributed profits 
amount to £4,086,441 in addition to which 
there is a large surplus in the value of the 

of our associated companies. In 
comparing the item “other revenue reserves” 
£564,428 with the corresponding figure for 
1947 (£804,728) it will be necessary to add 
to the former the £300,000 which has been 
allocated for the provision of pensions and 
leaving gratuities. This is shown under 
“ current liabilities and provisions.” 


Additions to machinery, plant, etc., during 


1948 are £65,824 as compared with £141,215 
for the previous year. 


It will be seen that our depreciation ex- 
ceeds the additions for the year and the total 
of fixed assets at £995,151 is £13,961 less 
than at the end of 1947. 


Sundry debtors at £986,032 shows a fall 
of £325,000 on the previous year’s figure and 
pi is partly accounted for by our having, 

uring the year under review, received final 
settlements of several wartime contracts. 


The cash balance of £2,535,113 at the end 
of 1948 is £880,000 more than twelve months 
ago and this is partly explained by the fall 
in debtors and the non-replacement of tax 
reserve certificates, 


I would like to point out our very strong 
financial position, our current asscts exceed- 
ing current liabilities by over £ 4,000,000. 


TRADING RESULTS 

Turning to the profit and loss account, the 
gross trading profit of £811,939 shows. an 
increase for the year of £121,000 which is 
considerably reduced by taxation. The 
income from investments of £318,348 (gross) 
is £23,000 higher than for 1947 which is 
principally made up of higher income from 
Government securities, bank interest, etc, 
The dividends from our associated companies 
—English Steel Corporation and Metropoli- 
tan-Cammell Carriage and Wagon Company 
—ate at the same rates as for the previous 
year. 

The net profit for the year amounted to 
£409,831 which is £51,000 more than that 
for 1947. After adding to the net profit for 
the year the £158,124 brought forward from 
the previous year and deducting the interim 
dividend of £48,812 (net) paid in October 
last there remains to be appropriated the sum 
of £519,142 which your board propose should 
be dealt with as ces: 


In payment of a final divi- 

dend of 7} per cent., less 

income tax at 9/- on 

£1,775,000 ordinary stock... £ 73,219 
Plus a bonus of 3 per cent., 

fececel wk 6.82 £ 53,250 
Transfer to general reserve... £200,000 
and carry forward to 1949 ... £192,673 

Ag is £34,549 more than brought in from 
7. 


You will notice that we have included as 
usual in our report the accounts of both out 
associated companies, the English Steel Cor- 
poration Limited, Sheffield, and the Metro- 
politan-Cammell Carriage and Wagon Com- 
pany Limited, Birmingham. These accounts 
are made up in accordance with the latest 
law and you will see from an cxamination 
them that both companies have had 2 suc- 
cessful year. 
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OF THE ENGLISH STEEL 
PROGRESS Cr PORATION 


» English Steel Corporation is now 

e eth nationalisation and if this 

about it will be a very serious affair 

fog our works at Birkenhead as we get a large 
tity of our finished materials from this 
jsciated company. They know our works 
ind requirements and the change to national- 

“ation will, we feel certain, have a very 

‘ng down effect on the supply of material 
ys, The corporation is very well managed 
ad very well staffed at present by men who 

ave been in the business all their lives, A 
disturbance, such as nationalisation, would 
ave a very serious effect on the mentality of 
gerydody concerned, They are all working 
at present for the advancement and good of 
the fxn and their own advancement with the 
frm, If it is nationalised this would largely 
dsappear and individuality with it. 

The Corporation and its subsidiaries are 
a present engaged in schemes involving 
apenditure of several millions and these 
shemes have been brought about after the 
most careful thought and as a result of the 
great experience of the management and staff 
athe company. One scheme in particular 
is concerned with the subsidiary establish- 
ment of Messrs Taylor Bros., Manchester, 
where plant is being installed for the im- 
provement and the speeding up of production 
a tyres, wheels and axles which are par- 
ticularly necessary for our Associated Com- 
pany, the Metropolitan-Cammell Carriage 
ad Wagon Co., Ltd., at Birmingham. The 
English Steel are also budgeting to spend 
onsiderable sums of money in conjunction 
with Firth-Vickers and Samuel Fox and Co., 
inconnection with the stainless steel industry. 
Altogether the Corporation is extremely 
progressive and during the last year the out- 
put from all departments has shown an in- 
cease Over preceding years. 


The whee! and axle production at the 
wbsidiary works of Taylor Bros., Trafford 
Park, Manchester, exceeded any previous 

and the tool department at Manchester 

had a very satisfactory year also. The 
seel foundry has been improved and also 
the mechanised spring department at Shef- 
feld, which came into full production during 
the year with highly satisfactory results. 


The subsidiary works at Darlington has 
hada new machine shop installed to take the 
place of the original shop which was 
destroyed by fire. New plant has been in- 
stalled in these works and great improve- 
ments have been made throughout. 

The Stainless Steel Works, jointly owned 
by the English Steel Corporation and Firth- 

» continues to make steady progress. 


METROPOLITAN-CAMMELL CARRIAGE AND 
WAGON COMPANY 


You will see from the accounts of the 
itan-Cammell Carriage & Wagon 
o, Ltd., that they have had a satisfactory 
year, and the improvement is largely due to 
company being able to get improved 
supplies of steel and other materials necessary 
the production of carriages and wagons. 
For a few years previously these had been 
i short supply, but this condition has im- 
ey have also had trouble in clear- 
mg their shops due to the difficulty in 
shipping space to keep pace with 
their Output. This, it is hoped, will improve 
the present year. 
important order ha; been received by 
company from the London Transport 
tive for the supply of a large number 
surface line aluminium-alloy cars. The 
of this form of construction is a new 
nt for rolling stock in this country. 
; The output of bus bodies by the company 
S considerably higher than the previous year 
this part of the business is being 
ped in every direction. 
en fly in the ointment in connection with 
thr Metropolitan-Cammell Company is a 
tat of nationalisation of the Patent Shaft 


and Axletree Co. (a wholly owned subsidiary 
of the Metropolitan-Czmmel] Co.) who are 
named in the third Schedule of the Iron and 
Steel Bill as one of the companies to be 
nationalised if the Bill becomes law. This 
would have a very detrimental effect on the 
company, as they get most of their steel, and 
very special steel at that, from the Patent 
Shaft Co. This little steel works was pri- 
marily intended for the supply of material to 
the Metropolitan-Cammell Co. It has de- 
veloped in recent years into a rather larger 
concern, but the Metropolitan-Cammell Co, 
depend on it very largely for their steel and 
the connection between the two firms is so 
close that any special plates or sections that 
are needed and perhaps needed very quickly 
are produced at once for them and specia 
rolls are kept so that the requirements of the 
Metropolitan-Cammell Company can be met 
in the very shortest time. This has been doné 
by the management of the two companies 
being as one, and the personal touch which 
1S SO important in a business like this comes 
into play very strongly. It is certain that 
instead of nationalisation being a help to thi 
industry it would have a very detriment 
effect on it. 


BUSY YEAR AT BIRKENHEAD 


As regards our works at Birkenhead, 
have had another very busy year and 
delivered a total of seven ships. Inclu 
among these were ships for the followi 
Lines: Blue Star Line, Limited, Sh 
Savill and Albion Company, Limited, Britis 
Tanker Company, Limited, Isle of Man 
Steam Packet Company, Limited, and Great 
Western Railway pany. Our total to 
nage output for the year was 65,000, whic 
was third highest on the list of ship-build 
in this country, and our output of hors¢- 
power in turbines and other machine 
amounting to over 61,000 was the fourt 
on the list. 


We believe that the output of our works 
is improving, and the delays due to defective 
materials are not as great as they were 
during the previous two or three years. 


We have still a large number of ships on 
the slips and on order which should keep ys 
busy until the middle of 1952. Since the 
beginning of 1949 we have delivered four 
ships, namely, the “Peleus” for Messrs 
Alfred Holt and Company, the “ Athellaird ” 
for Athel Line, Limited, “City of Liver- 
pool” for Ellerman Lines, Limited, and t 
“ Ardetta” for the British and Continenta 
Steamship Company. We have just launche 
the first ship that we hawe on order for t 
Argentine Season a large cargo linef. 
This vessel was launched at the date w 
promised, and we believe the other ships fot 
the Argentine Government will be equally 
prompt in delivery. 

Our repair department has also been kept 
very busy, and we have completed the re- 
conditioning of the “ Mahana” and “ Tam- 
aroa ” for Shaw Savill and Albion Company, 
Limited, and we hope to finish thé 
“Otranto” for the Orient Steam Navigatiod 
Company, Limited, towards the end of next 
month. 


FINANCIAL POSITION 


Last year when making my statement to 
the stockholders I explained that while we 
felt our financial position would have enabled 
us to Fave written up our share capital 
owing to the taxation involved, it was not 
considered wise to do anything at that time. 
In the recent Budget the Chancellor has 
repealed the special 10 per cent tax on capital 
bonus issues. ‘This has altered the position 
and your board consider thar the capital of 
the company should now be written up by 
the issue of one 5s. ordinary share for every 
Ss. stock unit held at present by the ordinary 
stockholders, thus increasing the capital of 
the company from £1,775,000 to £3,550,000. 
The object of this is to make the issued 
capital of the company more in line with 
the capital employed in the business. 


yO19 


This proposal has been submitted to the 
capital issues committee and approved by 
them. It will be necessary to call an extra- 
ordinary meeting of the stockholders to agree 
the proposals when we have them completed. 


_ We feel this issue of new shares will be 
in the best interests of the stockholders, but 
as regards increasing future dividends in 
consequence of the new issue, this is a matter 
that will require very. careful consideration, 
and under present national conditions it may 
not be sible to give a total return to 
stockholders much greater than they are at 
present receiving. 


Before closing I would like to emphasise 
again the satisfaction I feel at the splendid 
work the men and their foremen, and the 
staff generally, have turned out during the 
past 12 months and the way they have kept 
this old firm’s flag flying. I am sure the 
spirit they have shown in the past will not 
be lacking in the future. 


The report and accounts were adopted. 





THE LICENSES AND GENERAL 
INSURANCE COMPANY, 
LIMITED 


IMPROVED POSITION 


The fifty-ninth ordinary general meeting 
ee ere was held in London on 
ay s 

Mr Ronald Gilbey (the chairman), who 
présided, sajd: Un 

le lic became aware last month 

of the passing of a figure—well known and 
respected—of more than national repute. 
Brive as @ Company the death of Stanley 
istopherson js a real loss, having had the 
cod fortune to enjoy his wise judgment and 

uman guidance for many years; first as a 

tector and finally as chairman. To say 

at all which is best in the high and honour- 
able traditidns of the City of London found 
full expression in his life and work is to 
pay a tribute—simple—yet full of meaning 

d eminently just. It was a privilege to 
how him. 

On my shoulders has fallen the honour 
of succeeding him as chairman, in which 
capacity and in the discharge of my duties 
ag sich I feel certain I can be assured of 

ur kind and friendly support. Mr John 

war becomes eee vice-chairman, in which 
position you will judge him, as I do, well 
wee | a tower of strength to myself and 
© my colleagues on the Sead. 


FURTHER GROWTH OF ASSETS 


Dealing with the statement of accounts, I 
think my first reference must be to the 
further growth of the assets of the company 
reaching as do to a total in excess 0 
three million pounds. The premium income 
has also improved to a figure of rather more 
than one and a half million pounds. Two 
items of major significance which cannot be 
ignored. 

On the general side of the business income 
has been responsive and increases are re- 
corded in the fire, motor and miscellaneous 
accounts, necessitating in each revenue 
account an upward adjustment of “ reserve 
for unexpired risk,’ and which in total 
amounts to a substantial financing charge 
on the year’s revenue of no less a sum than 
£72,027 11s. 6d. 

By a release from the reserve previously 
set up for taxation, and now partially avail- 
able, £50,000 has been added to the general 
reserve, £25,000 to investment reserve and 
£25,000 to a reserve for contingencies. 


HOPEFUL OUTLOOK. 


Therefore one would feel it incumbent to 
suggest that from all these references the 
position of the company has materially im- 
proved as an effect of the operations of 1948, 
and that there is a real inspiration to be: 
found in such resulis for an optimistic 
future. 
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The miscellaneous account shows an in- 
creased profit transfer; indeed, after full 
provisions have been made in each account 
for outstanding claims, profit and loss 
benefits this year by a general improvement 
from each revenue account, in a net total 
of £84,713 6s. 9d. 


The report was adopted and a final divi- 
dend of 224 per cent., making 324 per cent. 
for the year, was approved. 


ST HELENA GOLD MINES, 
LIMITED 


(incorporated in the Union of 
South Africa) 


PROGRESS DURING PAST YEAR 
MR P. M. ANDERSON’S REVIEW 


Mr P. M. Anderson, the chairman of tbe 
company, in addressing shareholders at the 
annual general meeting held at Johannesburg 
on May 3rd, said: — 

During the year the balance of 5s. per 
share was called up on the 2,616,000 partly 
paid shares, so that the issued capital is now 
£2,500,000 in 5,000,000 shares of 10s. each 
fully paid. 

As shareholders were advised by an an- 
nouncement in the Press on December 29, 
1948, the companies who were originally 
associated with the flotation of your com- 
pany, and who, in terms of the flotation 
agreement of January 18, 1946, have a pre- 
ferent right to subscribe for half the reserve 
capital, have agreed to advance the company 
an amount of up to £600,000 as an unsecured 
loan at 5 per cent. interest, subject to a rais- 
ing fee of 1 per cent. At December 31st 
£175,000 of this loan had been called up, 


FINANCES 


He stated that the company’s total ex- 
penditure to December 31, 1948, totalled 
42,499,436, leaving on hand a balance of cash 
and cash assets less liabilities amounting to 
£175,564. The company had also obtained 
a loan of £375,000 at 44 per cent. interest 
from the South African Mutual Life Assur- 
ance Society on the security of its dwelling 
houses, which would help to finance much 
of the cost of these. 

These two loans should enable the com- 
pany to finance its operations until about 
the end of 1949. It was hoped, however 
that before then development work would 
have given sufficient information to justify 
a decision to erect a reduction plant, in which 
event the directors intended to make an issue 
of shares to redeem the unsecured loan and 
to cover all expenditure to bring the mine 
to the production stage. 


WORK ACCOMPLISHED 


During the year under review No. 3 shaft 
(30° incline) was completed to its final depth 
of 2,928 feet, and stations were cut on the 
second and fourth levels. Development from 
this shaft was begun in September, and at 
the end of the year 3,026 feet, mostly cross- 
cutting to reef, had been accomplished, but 
only a smali proportion was on the leader 
and basal reef horizons, and sampling dis- 
closed unpayable values. 

Apart from reef development, 2 south 
drive and 4 south drive were being driven 
to provide connections rapidly with No. 4 
shaft. Progress had not been as fast as was 
hoped owing to siriking water, necessitating 
repeated stoppages for cementation, but now 
that further pumps are available it was 
anticipated that these delays would be 
reduced. 

During the first four months of 1949 the 
total footage driven was 5,355 feet. On the 
basal reef 2,355 feet were sampled and 950 
feet or 40 per cent. proved payable, averaging 
26.5 dwt. per ton over 13 inches, equivalent 
to 344 inch-dwt. On the leader reef 245 feet 
were sampled, but no payable values were 
disclosed. 

Although only a limited amount of de- 


velopment had been, done to date, these 
results on basal reef were most gratifying, 
particularly when it was remembered that 
surface drilling in the vicinity of the areca 
did not disclose payable values. 


NO. 4 VERTICAL SHAFT 


Sinking of the No. 4 vertical shaft was 
continued throughout the year, but was fre- 
quently delayed by influxes of water. The 
shaft at the end of April, 1949, had reached 
a depth of 1,776 feet, and was expected to 
intersect the basal reef at a depth of about 
2,000 feet. Provided there were no unfore- 
seen delays, this should occur within the 
course of the next two months, and the shaft 
would be coatinued to the final depth of 
about 3,000 feet. Portals had been cut for 
the 2nd, 4th and 6th levels, and others would 
be cut as the shaft proceeded, but completion 
of the stations and crosscutting to the reef 
would be delayed till the shaft had been 
completed. 

Water supplies for domestic and other 
essential services were still drawn from sur- 
face boreholes, and therefore the completion 
of the pipeline from the Vaal River was of 
great interest to the company. It was hoped 
that this pipeline would be in operation in 
June of next year. Unfortunately the water 
encountered in the mine was brackish and 
useless for most purposes. 

The motion for the adoption of the report 
and balance sheet was carried ee 
and the retiring directors, Messrs H, F. 
Oppenheimer, M. W. Richards and T. P 
Stratten, were re-elected. 


SAN FRANCISCO MINES OF 
MEXICO, LIMITED 
LARGELY INCREASED PROFIT 


The thirty-sixth annual general mecting 
of this Company, was held on May 20th, in 
London. Col. C. E. Temperley, O.B.E., M.C, 
presiding in the absence abroad of the chair- 
man, Mr. C. T. Pott. 


The following is an extract from the chair- 
man’s circulated statement: — 


The net profit for the year amounted to 
£503,141 against £238,327 in the previous 
year. The directors recommend the pay- 
ment of a dividend of 4s. per unit. 


I would draw your attention particularly 
to the magnitude of Mexico’s production, 
export and mercantile taxes which are levied 
on gross revenue and are in addition ‘o 
Mexico’s income tak of 30 per cent. and divi- 
dend tax of 8 per cent levied on operating 
profits less depreciation and amortisation 
allowances. These gross revenue taxes 
totalled £914,000, or some 27 per cent. of our 
gross revenue less smelting and marketing 
expenses—which is equivalent to 63 per cent. 
of our operating surplus. These tax burdens 
are onerous enough, but there has now been 
added a sliding scale Excess Profits Tax 
which will be payable on profits earned from 
January Ist last 


The future earning capacity of your busi- 
ness depends so much upor factors beyond 
the control of your directors and management 
that forecasting is difficult. The mine is in 
excellent shape and is operating with an 
efficiency of which we are proud. The 
pending expansion of our operations should 
augment our revenue. But metal prices, 
taxation and labour demands are factors 
which in the final analysis determine the net 
financial results. 

The report was adopted. 


BEYER, PEACOCK AND 
COMPANY LIMITED 


Mr Harold Wilmot, the managing director, 
is succeeding Capt. Hugh Vivian as chairman 
of the company. Mr Wilmot and Captain 
Vivian have been closely associated for many 
years. 
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THE GROOTVLEI 
PROPRIETARY MINES, 
LIMITED 


(Incorporated in the Union of 
South Africa) 


RECORD TONNAGE 


Mr. P. M. Anderson, the chairman of the 
company, in addressing stockholders at the 
annual general meeting held at Johannesburg 
on May 3rd, said:— 

Despite the continued shortage of native 
labour, the tonnage milled at 1,960,000 tons 
was 175,000 tons higher than last year, and 
is the highest annual production yet recorded. 
The yield at 5.13 dwt. also showed a small 
increase with the result that the worki 
revenue increased by £477,119 to £4,346,442 
Working costs at 22s. 5d. per ton milled were 
1s. 3d. per ton lower than in 1947, and the 
working profit increased by £388,700 to 
£2,145,442. 

He stated that in 1947 operations were 
severely curtailed by a strike which accounted 
for the large increase in the tonnage milled 
in 1948. Notwithstanding the concessions 
introduced by the budget in August, 1948, 
taxation for the year amounted to £921,645 
or approximately 51 per cent. of the taxable 
income, an increase of £352,868, due partly 
to the increased working profit and partly 
to the pre-production capital expenditure 
having been fully amortised. 


PROFIT AND DIVIDENDS 


The net profit for the year was £1,210,301, 
and the amount available for disposal was 
£,1,685,370, which was dealt with as follows: 
£169,801 capital expenditure, £48,724 was 
set aside towards the company’s proportion 
of the Quistanding Liability for Silicosis 
Compensation, and two dividends absorbing 
£1,000,896 were declared, leaving £546,949 
to be carried forward. The dividends de- 
clared in 1948 amounted to ls. 9d. per unit 
of stock, an increase of 14d per unit 

At the year end the number of natives at 
work underground was only 4,755, or 71.14 
per cent. of the mine’s authorised comple- 
ment, which was the lowest figure since 1939. 

Development footage at 47,353 feet showed 
a small increase. 31,220 feet were sampled, 
of which 57 per cent. was payable, and 
averaged 290 inch-dwt. The ore reserve 
as recalculated at the end of the year showed 
an increase of 500,000 tons to 11,300,000 
tons, averaging 5.2 dwt. over an estimated 
stoping width of 47 inches. The value was 
0.1 dwt. higher, while the estimated stoping 
width was one inch less than in the previous 
year. 

45 Haulage had now been equipped and 
work would shortly commence on the exten- 
sion of the south-eastern branch of thu 
haulage to provide a connection with the 
No. 3 Shaft area and serve the central 
portions of the mine. 


EXTENSION AND REDUCTION PLANT 


Extension of the reduction plant was pro- 
gressing slowly as a result of shortages of 
materials and delays in delivery of equip- 
ment, Although it was not anticipated that 
the work would be completed before the 
end of 1949, it was possible that some benefit 
might be derived from the units installed i9 
the meantime. 

During the first quarter of 1949 the toa 
nage milled was 490,000 tons and the — 
ing profit £540,270. In development 12,015 
feet were driven and 8,250 fect sampled; 
4,150 feet or 50 per cent. was payable, averag- 
ing 10.5 dwt. over 23 inches. : 

The chairman stated that it was with regret 
that he had to report the deaths during the 
year of Mr F. A, Unger, who had ms 
director of the company since 1945, and 
F. L. van Eyssen, the companys 8 
manager. 
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The motion for the adoption of the report 
ind accounts was carried unanimously. The 
‘tment of Mr H. S. H. Donald as a 
per in the place of the late Mr F. A. 
Unger was confirmed and the retirin 
frectors, Messrs C. B. Anderson and H. F. 


Oppenheimer, were re-elected, 


VALE CONSOLIDATED 
‘MINES, LIMITED 


(Incorporated in the Union ot 
South Africa) 


LARGER NET PROFIT 


Mr. P. M. Anderson, the chairman of the 
company, in addressing shareholders at the 
moval general meeting held at Johannesburg 
on May 4th, said: 

Due to the increased shortage of native 
hour, the tonnage milled at 612,000 tons 
showed a fall of 5,000 tons compared with 
he previous year when operations were cur- 
uiled by a strike of a section of the members 
of the Mineworkers’ Union. Although the 
veld increased by 0.01 dwt. to 5.94 dwt., the 
working revenue declined by £9,015 to 
{1572.745. Working costs at 36s, 5d. per 
ion milled showed a decrease of 2d. over the 
previous year. 

The chairman stated that the company had 
incurred no normal tax for the year 1948 
due to a large allowance for amortisation of 
capital expenditure. The company’s pre- 
production capital expenditure had been 
fully amortised by the end of 1948, thus re- 
ducing the annual allowance from 1949 on- 
wards and increasing the liability for taxa- 
ben. 
The net profit for the year increased to 
£447,845, and adding £339,247 brought for- 
ward, £787,092 was available for distribu- 
ton. This was dealt with as follows: Capital 
apenditure absorbed £177,976, provision for 
the company’s proportion of the outstanding 
ability in respect of silicosis compensation 
was £10,541 and two dividends totalling 11d, 
per share. an increase of ld., absorbed 
£206,250, leaving £392,325 carried forward. 


DEVELOPMENT WORK 


Development work was increased during 
the year by 50 per cent. to 28,729 feet. Of 
1,230 feet on the main reef horizon, 11,540 
leet were sampled and 61 per cent. was paya- 
ble averaging 327 inch-dwt. Of 7,499 feet 
mm the Kimberley Reef horizon, 2,625 feet 
were sampled and 22 per cent. was payable, 
aweraging 201 inch-dwt. The Main Reef 
oe reserve, recalculated at the end of the 
year, remained unchanged at 2,500,000 tons 
awetaging 6.0 dwt. over an estimated stoping 
with of 43 inches. 

The equipping of No. 5 shaft was com- 

ed during the year. A crosscut from No. 
1 Shaft to the Kimberley Reef was com- 
pleted and a drive to connect with No. 5 
Shaft started. This connection had been 
completed since the year end. In July of 
1948 the development crew succeeded in 

Wing this crosscut 1,227 feet in 26 days. 
; surface drilling programme was con- 
tinued and five boreholes were completed. 
Boreholes UX and U.10 intersected the Kim- 
betley Reef at 1,197 feet and 1,504 feet, re- 

tively, the values being 153 and 720 inch- 
No payable values were obtained in 
the other three holes. 


CURRENT YEAR 


During the first quarter of 1949 the ton- 
hage milled was 148,000 tons and the work- 
ng profit £103,567. Development footage 

8,200 feet. Of 2,785 feet on Main 
Reef and sampled, 54 per cent. was payable, 
Weraging 15.9 dwt. over 20 inches, and 1,745 
feet on imberley Reef and sampled, 5 per 
Smt. was payable averaging 6.3 dwt. over 
28 inches 


motion for the adoption of the report 

oe accounts was carried unanimously, and 

feuring directors, Messrs R. Bowman, 

& R. Fleischer, C.B.E., D.S.O., M.C., and 
i tt Koize, were re-elected. 





THE EMPLOYERS’ 
ASSURANCE 


NATIONALISATION PROPOSALS 
PREJUDICIAL TO OVERSEAS 
BUSINESS 


LORD COURTAULD-THOMSON’S 
VIEWS 


The sixty-eighth annual general meeting 
of The Employers’ ‘Liability Assurance Cor- 
poration Limited was held on May 18th at 
Hamilton House, Victoria Embankment, 
London, E.C.4._ Lord Courtauld-Thomson, 
the chairman of the Corporation, presided. 


The Chairman said: My statement to the 
shareholders was in the press when the 
Labour Party Executive announced that, in 
order to nationalise Industrial Life Assurance 
they propose to take over the whole of tle 
companies transacting that class of business 
including some who transact fire, accident 
and marine business at home and abroad. I 
think, therefore, that you will expect me to 
refer to the matter today, more especially 
because of the high proportion of our busi- 
ness which is transacted overseas, and out- 
standingly in the United States of America. 


Though your own company does not come 
under the heading of companies to be 
nationalised under these proposals, I would 
like to endorse the warnings which have been 
given of the serious consequences overseas 
if these proposals take effect. The threat 
implied in these proposals is to British in- 
surance business at home and overseas, but 
particularly overseas. That our overseas 
agents and customers are concerned at the 
possibility of British insurance companies be- 
ing nationalised is shown by the anxious 
questions put to our managing director dur- 
ing his world-wide tours of the past two 
years. Hitherto it has been possible to tell 
these inquirers that whatever industries the 
Labour Government has_nationaiised or 
might propose to nationalise, general in- 
surance was not one of them. This statement 
has been justified by Sir Stafford Cripps’ 
clear and definite assurances on behalf of the 
Government which he has made on two occa- 
sions, in the House of Commons on Novem- 
ber 12, 1945, and repeated on July 3, 1947, 
to the effect that the Government would not 
interfere with the transactior of general in- 
surance business by private enterprise. The 
statement of the Prime Minister in the House 
of Commons on March 15, 1949, gave a 
similar impression. 


Now, confidence in, such assurances :s 
shaken, and doubts aroused whether all in- 
surance may not be threatened—ceriainly if 
these proposals are endorsed at the Whitsun- 
tide meeting of the Labour Party. The very 
fact that these recommendations have been 
put forward by the Party Executive at meet- 
ings at which leading members of the 
Government are reported to have been pre- 
sent, is a disturbing factor. 


The priceless reputation of British Insur- 
ance overseas has been built up on confi- 
dence. Reputation is a tender plant easily 
blighted by the cold wind of doubt, and 
once injured not easily restored If the 
Government cannot publicly and forthwith 
renew its assurance in the terms of Sir 
Stafford Cripps’ declaration, knowledge of 
conditions abroad compels me to say that 
untold and perhaps irreparable injury will 
have been done to the iniportant part which 
British Insurance plays in the country's 
economic interests overseas, and its contribu- 
tion to our dollar-earning capacity. I hope 
that such an assurance can be given at the 
earliest possible date. You may be sure that 
everything practicable will be done to protect 
your company’s interests in_ their widest 
sense, and those of British Insurance 
generally. 

The report and accounts were adopted. 


1021 


AGRICULTURAL MORTGAGE 
CORPORATION, LIMITED 


FURTHER EXPANSION 


The twentieth annual general meeting of 
the Agricultural Mortgage Corporation, 
Limited, was held in London on May 18th. 

Mr E. J. Bunbury, M.C., the chairman, 
in the course of his speech, said: Our busi- 
ness has again shown considerable expansion 
during the past financial year. New loans 
of £2,746,086 have been completed, an in- 
crease of 29.8 per cent. over the preceding 
year, and the totai of loans now outstanding 
is the highest recorded during the twenty 
years of the Corporation’s existence. Further 
loans, amounting to £896,962, have alco been 
sanctioned by the board and are in course 
of completion, an increase of 25.9 per cent. 
over the corresponding figure for last vear. 
An increasing number of our new loans is 
being take for improvements to fixed equip- 
ment of farms. 

The world food position must have a real 
bearing on our home problems. In few 
civilised countries has the increase in food 
production kept pace with the unprecedented 
expansion of industry stimulated by the war. 
High wages are attracting workers from the 
land. Increased purchasing power and 
higher nutritional standards combined with 
increasing populations are making an ever- 
growing demand on available food supplies. 
The world faces the most serious food crisis 
in its history. Every possible encouragement 
therefore is being given in this country to 
the expansion of home food production. 

The farming year for 1948 was on the 
whole a favourable one, and all the main 
crops were well above the ten years’ average. 
Milk producers continue to break sales 
records, production in 1948 showing a sub- 
Stantial increase over the 1947 figures. 

The report was adopted. 





CAMP BIRD, LIMITED 
DIVIDEND OF 10 PER CENT. 


The foriy-seventh annual meeting of 
Camp Bird, Limited, was held in London 
on May 25th. 

Mr F. C. Heley, who presided, com- 
menced the proceedings by referring to the 
retirement of the chairman, Mr F. W. Baker. 

In the course of his address Mr F. C. 
Heley said: The profit on realisation of 
investments and sundry receipts at 
£179,224 was greater than last year by 
£31,962. Dividends and interest totalled 
£42,345, which was £8,539 lower. 

During the year under review a heavy 
fall in the Stock Exchange prices of some 
of our investments necessitated appropria- 
tion from profits of £120,000, leaving en 
available balance of profit of £56,608. Add- 
ing the sum of £44,647 brought forward 
from last year, the total available for cis- 
tribution is £101,255. Your — directors 
recommend the payment of a dividend of 
10 per cent., absorbing £59,782 net, and 
the carrying forward of the balance then 
remaining, namely, £41,473. 

The aggregate value based on Stock 
Exchange prices of the quoted investments 
at December 31 last was £1,724,095, which 
compares with £2,029,872 12 months be- 
fore. 

Lake Geerge Mining Corporation, during 
the year now under review, nade a capital 
repayment of 5s. a share. The cash recened 
has been, or will be, reinvested. While we 
shall continue to take advantage of any 
opportunity of capital appreuiation afforded 
by participation in the development of new 
mining concerns, the imtention of your 
directors is to endeavour to increase the 
proportion of our income arising frem divi- 
dends on a fairly widespread list ef securi- 
ties, 

The report was adopted. 
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Investment Statistics 


Company Notes 


Royal Dutch-Shell.—Total profit in 1948 
of Royal Dutch-Shell group after provision 
for depreciation, contingencies and reserves 
amounted to £44,565,000. Total available 
for distribution was £43,604,000, Dividends 
to parent companies absorbed £11,000,000 ; 
£32,604,000 to be carried forward. 

Shelli ‘‘Trarsport and Trading.’’—A 
dividend of 7} per cent tax free (same) has 
been declared for 1948. Net profit £4,377,490 
(43,924,292). 

Royal Dutch Petroleum Company.—The 
dividend for 1948 is unchanged at 9 per cent. 
Net profit Fis. 120,875,333 (Fis. 93,075,201). 

Associated Portland Cement.—The divi- 
dend of APC has been increased from 15 per 
cent gross plus 24 per cent tax free capital 
bonus (194 per cent gross) to 224 per cent 
gross in 1948. ‘Trading profit for 1948 was 
£2,676,899 (£1,569,128). 

J. & P. Coats.—Group net profit of J. & P. 
Coats in 1948 amounted to £3,246,202 
(£2,043 ,016) Taxation of £3,783,839 
(£3,605,121) has been deducted. The divi- 
dend of 12} per cent is unchanged. 

Harland and Wolff.—Total profit in 1948 
was £1,859,766 (£2,320,240). A dividend of 
7 per cent (same) has been announced. 

international Nickel.—A drop of 20 per 
cent in sales of nickel from the first quarter 
average of the year has been responsible for 
the decision to shut down one of International 
Nickel’s reverberatory-furnaces as from 
June 1. 

Union Castile Mail Steamship.—Profit <n 
voyages in 1948 was £310,883 higher at 
£4,536,508. The book value cf the fleet at 
December 31, 1948, was approximately £27 
per ton gross. 

New Union Goldfields.—An attempt is 
being made to lift the judicial management of 
New Union Goldfields and to initiate a re- 
construction scheme. 

Totalisators.—No dividend is to be paid 
on deferred stock of Totalisators for 1948 
(187.2 per cent). Net profit £16,695 
(£60,623). 


Rio Tinto.—The dividend for 1948 has 
been raised from 8 per cent tax free to 10 
per cent tax free. Net total profit was 
£355,438. 


J. Lyons.—Net profit of J. Lyons declined 
from £591,631 to £566,234 in the year to 
March 31, 1949. The payments of 22} per 
cent on the ordinary and A ordinary stocks 
are the same as in 1947-48. 


Rolis-Royce.—The customary 20 per cent 
is to be paid by Rolls-Royce for 1948 from 
group net profit of £837,069 (/6068,869). 

Manila Railway Company 1$06.- -Deben- 
ture holders have approved the extension of 
the moratorium which commenced in 1943. 


Cerebos.—The usual 40 per cent dividend 
has been declared by Cerebos for 1948. Net 
profit was £395,774 (£297,205). 


Burmah Oil.—Burmah Oil Company has 
paid £23,000 royalties to the rebel organisa- 
tion controlling the Central Burma oilfield 
area. The company’s installations there are 
intact. 

Cian Line Steamers.—Net profit declined 
from £701,287 to £675,680 in 1948. A divi- 
dend of 20 per cent (same) has been an- 
nounced for the year plus 5 per cent (same) 
from sale of investments. 

Platt Bros. & Co. (Holdings).—Platt Bros. 
are to pay a dividend of 10 per cent in 
respect of the 9 months to December 31, 
1948, compared with 10 per cent for the 
previous 12 months. Net profit for 9 months 
was £120,329 (£111,205 for 12 months). 


Capital Issues 


Readicut —A quotation is being 
sought on the London and Leeds Stock Ex- 
changes for the capital of £100,000 in 54 
per cent cumulative £1 preference shares and 
£200,000 in 1s. ordinary shares. 

Caledonian Shipbuilding and Engineer- 
ing.—Application has been made to deal in 
the entire capital of £340,000 in £150,000 
6 per cent cumulative £1 preference shares 
and £190,000 in £1 ordinary shares 


Telephone and General Trust.—Subject 
to a quotation being granted an issue ha; 
been subscribed at £100} per cent of 
£400,000 34 per cent first debenture stock 
1957-72. Share capital consists of £ 1,277,600 
in £550,000 7 per cent cumulative preference 
stock, £627,000 in ordinary stock and 
£100,000 in “A” ordinary stock. In addition 
to the debenture stock to be issued, there is 
outstanding £800,000 in 4 per cent first 
debenture stock, 1957-67. 

Liebig’s Extract of Meat.—Subject to 
approval of the CIC shareholders are to be 
offered £1,000,000 44 per cent redeemable 
cumulative £1 preference shares. 

Union Corporation.—Full particulars will 
shortly be announced of an offer to share- 
holders of 232,000 12s. 6d. shares at £10 per 
share in the proportion of one new share 
for every seven shares held. 

Seltrust Investments.—T ists will open 
and close on May 3lst for the offer of 
1,000,000 45 per cent cumulative redeemable 
£1 preference shares at 20s. 6d. per share. 





New Issue Prices 
| Issue Price, 
Tssue Price Mav 25, 
os la 1949 
Associat 1 Ddatries, Sie we ees | Rk 1i* 7 h-—8/lh 
Do. 4 um. Pret., £1 ..... } 22/3* 22/ 3—23/3 
Australia, 5 9G.77 i. ane + een } 100 200 —100 
Bate (Win.), (foldings), 4/-....{ 12/1e*} 11/9-}9/9 
Do. 5 Cum. Pref., £2 ..... 213° 21 6—22/9 
Brevitt, 2'6 j . UO He } 5/0* | 4/7)—5/1h 
Dn. = Gh% Peel. s£2 sees ss one | 21,/6* 74-221 
Bait. (608;.5° 209) BB .20022009 100 100 §$—100 4 
Brooke Bond, Pret ....{ 21/9 | 21/992 
Driwav Holdings, 51°), Pref., 10/-} 11/0* | 10/6—11 
El. Mus. Ind., 45° Vrei.......- ' 21/6 | 22/9—-23/3 
Hindley (Holdings), 5 wees} 13/6 | 12/43—Y2710} 
Do. 43° Cum. Pref. f1.. 20/0 1/14—21/T 
Hirst Brooke Southern, 4-.... 4/54* 4 74~—4/10) 
Do. 5}$% Cum. Prei,, g1....} 21/0° 0/9-21/3 
Re ORs DNS sinks + dees ens eke 19 7}* 1/9--22/3 
Boe, GB% PROS. 2 eacccenes 21/1034" 23 il—ae 
Malaya, 3°, (£10 paid)......... } 100 1j—1f dis 
Patons & Baldwins, Ord. (£2 pd.)} 85/0 , 34/0—35/0 
Pest Control, Sf+..ccccceeseess | &/14* j 7/9—8/3 
Do. 5%, Preb. .cccesccescy: 20/9* | 20/3—20/9 
Pickles (W.)....ccccccccceces 3/3 3/03/35 
Sterne (L.), £2... .0..csecccess 5 /b* 51,0-—-53/0 
Stimpson Leathers, 5/-........- 133 11/6—12/0 
Do. 8% Pret., £2 .....<-5-- 21/0 20/7 5—20/104 
(a) To public, * Placing 
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SECURITY PRICES AND YIELDS 


A fuller list containg 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Dunlop Rubber; Union Castle Mail Steamship; H.P. Sauce; Textile Machinery Makers; 


United Molasses. 





se | ; Net j{ Gross Prices, { , ; : 
hag || Price, | Price, | Yield, | Yield, | year‘fogg |) bast Two : | sBein, | ree, | Yi, 
. i iiMay 18, May 25,) Mav 25, | May 25, oF ivi ame of Security | May 18, | May 25, | May 
(Jan.1 to May25 anes See Mey ag 1949 | 1949” | da4g” Plan. 1 to Mayas, | 1949 1949 9 
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ot ) ir lofs s i i : 106 1038 a a ha gg | 105} | 105} Sar 4 
100 | 1004 |)Exchequer Bonds 12% Feb. 15, 1950; 100% 1008 | 0 9 9 A | @) (4) ||Australia 34% 1965-69..... 1 
1024) | ioe \War Bonds 21% teen : spieey 101g | 10 | O SUL} 1 11 le} 103k | 104 (4) (4) |\Birmingham 23% 1955-57..|, 103 103. | 2 1 0 
103} | 101% 'War Bonds 24% March 1, 1952-54.! 102 | 102 | Q91011]115 Oe] €t: } 50 ¢} 50 ¢ |Anglo-American Corp., 10/-. gh | SH) 4 § 3 
104% | 102§ {War Loan 33° (after Dec. 1, 1952))| 102jxd) 102¢x¢d! 1 2 4] 213 2 9% m | 25 b 5 a Anglo-Iranian Oi}, f1...... 8+ x 13 15 0 
1038 | 102% |\War Bonds 24% Aug. 18, 1954-56.|| 10218 | 10242 | 1 0 272 3 3/] 80/3) 13/9! 5 a} 10 b Assoc. Electrical, Ord. {1.../| 77/6xd. 17/6xd) 317 5 
104% | 1024 Funding 2)% June 15, 1952-57..../102;xd 10240) 1 3 8| 2 711i] (82/6) 76/- | p15 c| 22) jAssoc.Port.Cem,,Ord.Stk.{1| 81/6 | 79/6 | $1 4 
105% | 104% ‘National Def. 3% July 18, 1954-58! 105% 105g | 1 2 0] 2 9 61] 35/10}, 24/9 | 40 6) 40 © Austin Motor,‘A’Ord.Stk.5/-) 26/44 | 25/- $00 
106% | 104% ‘War Loan 3% Oct. 15, 1985-59,...!| 104, 104 | 1 3 8]220 42) 8I/-| 76/44, 7 @] 7 4 |\Barclays Bank, Ord. ‘B’{1.! 78/- | 77/- | 312 9 
1044} 103; Savings Bonds 3% Aug, 15, 1955-65) 104 103g | 2 8 5] 215 67] 181/9| 147/6  112)a] 1124) | Bass Ratcliff, Ord. £1.,....|, 151/3 | 147/6 [3 7 tt 
102 | 101) Funding 24% April 15, 1956-61..... 1024 | 102 J1 4 2]2 6 81] 2103/9] $6/5 | 8 a] 12 b | British Oxygen, Ord. {1....|| 98/- | 9/3 |4 3 3 
104% | 103, |'Funding 3° April 15, 1959-69... 103i | 1033 J 1 810] 215 61] 38/9] 35/ Mel. tac WOadhae tarot hare, sy | 2/8 13 eG 
115t | 1134 ‘Punding 4% May 1, 1960-90......|/ 113) 113% ]018 10]212 Bef 3/-| 25/6) 2%g¢) Tha Distillers Co., Ord. Q222.5) ara | 27/6 | 4 0 9 
1034 | } (Savings Bonds 3%, t. 1, 1960-70. 103 | 103% 110 01226 114) 34/-]} 31/9 & 8 ¢ Dorman Long, Ord. £1....- | 32/9 |} 32/9 | 411 ; 
997) 98h Savings Bonds 24%, ay 1, 1964-67; 99% | 998 J 1 8 5/221 Li} THe] 63/6 | 15 e| 25 ¢|'Dunlop Rubber, Ord. fi.,.|| 67/-xd, 63/6xd) 414 ’ 
list. | 1144 |'Victory Bonds 4°, "Sept. 1, 1920-76 115 | 115] 1 2 4| 215 7] 49/41} 43/10) 3] 7 b Imp.Chem, Ind.,Ord.Stk-{1)| 47/1b | 46/9 | 49 9 
103% | 101} Savings Bonds 3% Aug. 15, 1965-75!i 1024 | 102 110 11] 217 6% 5¥e | 13}a] 18} \Imperial Tobacco, {1...... i} 5h 5g | 515 ; 
1094 |\Consols 4% (after Feb. 1, 1957)....)| 110 | 1 018 64214 47/3] 31/3 10 €| 10 © \\Lancs, Cotton, Ord. Stk, £1), 39/1} | 37/0 [8 & 3 
107 *t Conversion 34% (after Apr. 1, ei}, 106%, | 2 1 7 94218 61/6 | 43/10} 10 ¢] 10 c Lever & Unilever, Ord. £1..|/ 48/- | 47/6 | 4 $3 
81i | 79% | Treas. Stk. 259% after Apr. 1, isis sok 7s {iis ef 3 2 61/6 | 52/6 |) 10 ¢} 15 c\ London Brick, Ord. Stk. {1| 59/3 | 58/9 | 8 2 3 
\\Treas. Stk. 3%, (after Apr. 5,'1966).|| 100} 113 213 0 $3/6 | 42/9 || Slim) 7). ||P’chin J'nson, Ord, Stk, 20/-|, 45/9 | 43/- | 518} 
102#$ | 100} | Redemp, Stk. 3% Oct. 1, 1986-96..] 101; 00h | 112 7] 2 19 Wa] 4 b/\P. & O,, Det Stk. £1....../| 51/6 | S1/- | 418 2 
BIG | 79) | Consols 24% ...--seeereseccseee- Sli | 80H 1114 1]3 2 € itl ¢ eee ‘A’ Llecssevess|) 38 Sets 
105 101g | Brit. Elec. 3°4 Gtd. April 1. 1968-73| 103 1024 110 5}217 e} 1 ; Stewarts & Lio Def. £1. 56/14 56/3 | 4 8h, 
101} | Brit. Elec. 3% Gtd. Mar. 18, 1974-77 102 | 1024 '111 14218 @| {5 6 |“Shell”Transpt.,Ord.Stk.{1)) 66/ | 65/- | 2 09 
102% | 1004 Brit. Trans. 3% Gtd. July 1, 1978-88) 102 100fxd 112 5|219 124 a: ube Invst., as: 6hxd | FAX sou 
103 | 101% Brit. Trans, 3°, Gtd. April 1, 1968-73 102 110 71217 14! 34.4 || Turner &Newall,Ord,Stk.£1) 79/3 | 18/- | 2 

Joi? _| 100f Brit Gas 39% td. Ma 95. .|| 100 1113 0!'3 0 15'b| $5 «Woolworth (F. W.). Ord. S/-], 85/6 | 83/5 ; 

i it 
ive i j 


£. (f) Flat 





or 
latest date (marked ‘T). (nm) Net yields are calculated after allowing for tax at 


(a) Interim. 


redemption date. «) To lates! redemption date. (m) 15 moaths. 
1 Free of tax. (s) Yield basis 12% 
















(p) Plus tax free bonus 24%. 
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THE ECONOMIST, May 28, 1949 





Statistical Summary 


FXCHEQUER RETURNS 


For the week ended May 21, 1949, total 
odinary revenue was £51,188,000, against 
expenditure of 466,090,000 and 
sues to sinking funds nil, Thus, including 
gnking fund allocations of {1,467,000 the 
arplus accrued since April Ist is 454,349,000 
inst {147,471,000 for the corresponding 
period @ year ago. 
AND SELF-BAL/NCING REVENUE 
AND EXPENDITURE 


Receipts into the 








| Exchequer 
| (£ thousand) 
| Bat April | April | | 
meet 2 1 | Week | Week 
} to to ended | ended 
May May | May | May 
22, | 21, 22, 21, 
1948 | 1949 | 1948 | 1949 
UaDINARY ! } 
REVENUE { } 
jwome Tax...... 1490000) 139,335 116,346 10,312 10,595 
Sortax ..... 105,000) 13,550 16,4 800, 1,300 


Bsate, etc., Dutles 176,000) 27,150 24,600) 3,200, 3,300 
Stamps... ....- 48,50 8,700 7,400 800 1 
Profits Tax . . ‘} 240,00q 22,000! 25,90 600 3, 
RPT. 2.44... 4 26,700 11,900 1,300 4 
Other Inland Res 1,000 60. Q 10 
SecialContributn. 25,000, ... | 540@ .., 


Tutal Inland Rev. 2085500] 227,495; 207,994 17,022 24,695 





Cademtt....ses + 829,650) 119,764 112,714] 14,492. 15,643 
Excise .......... 665,600 120,800 94,600) 7,600 6,600 
Total Customs & i 

Bxtise ........ 1495250] 240,564) 207,314] 22,092) 22,243 
Motor Duties... . 54,000 3,306 4,440. in 
SuplusWarStores 44,000) 1,196, 25,798 | 3,994 
Surpius = Receipts | \ 


from Trading. .| 18,000 826, 4,049 «826... 
POANetRecespis), ... 4,760, 4,700 200 200 
Wireless Licences .| 12,000 800, ee eee 
Gown Lands.....| 1,00 leo; s10@si.. 
Receipts from i 
5 Loans.. 20,00 1,920 1,909 ... jo 
Miscell, Receipts... 50,000) 11,778, 14,74 530; 55 
Total Ord. Rey... 3777750] 492,804. 471,989 40,670 51,188 





Post Office... . 159,630) 19,600} 19,800 3,000 3,100 
Inoome Tax on’ ! 
: 5,700 1,194 = 78263, 262 


ti. 5. 39430808 513,598 492, 56% 43,935: 54,550 













Issues ont of the Exchequer 
to meet payments 
(¢ thousand) 
April | April } 
. r Week | Week 
ended | ended 
May | May 


22° | 
1948 | 


2,603! 1,210 
| 


pp ae 12, 


71,550 70,21 
272'408 345,95 


Teta 2... 07 

Supply Services’ || '278136 

Total Ord. Expd.. 330836: 
Fonds .../.... 


2,603, 1,210 

36,840) 64,880 

39,443 66,090 
370... 











Total fexcl. Self. | 
Expd.) ... |330836 


39,813, 66,090 





Seur-Bavawcine | i 
Post Office... | 159, 19,600, 19,800} 3,000, 3,100 
loome Tax on} i 
E.P.T, Refunds, 5,7 11%, 7 263, 262 
Total... 3473698) 366,127. 438,201 43,076 69,452 


Alter decreasing Exchequer balanccs by £118,417 to 
the 630, the other operations for the week increased 
BOSS National Debt by £16,997,856 to £25,173 milhon, 


4d NET RECEIPTS (f thousand) 
Buitding Materials and Housing Act, 1945, sec. 4(1) 250 
Cotton (Centralized Buying) Act, 1947, sec. 21(3) . 3,500 


3,750 
NET ISSUES (£ thousand) 

Post Office and Tel ; 550 
ncn eke, Ce 
ne pee ee oS a oz devin 5 

War Authorities Loans Act, 1945 .......---+--+ 5,700 
i Damage : Board of Trade ..............--- 1,000 
‘nance Acts, 1946 and 1947: Postwar Credits... 389 
5,964 


CHANGES IN DEBT ({{ thousand) 
Treasury Bills ..., 10,197 





3% Def. Bonds... . 439 

24% Def. Bonds. . 379 fF Ti “serve Certs 
ves. De 2 — : ao ~ 
_ Internal. ..... . 13,926 External ...... 1,573 

a Deposit Ways & Means Ad- 
eceipts ...... 22,500 vances ..... +e 21,680 
47,002 30,005 

FLOATING DEBT 
(£ million) 






















Ways and 
Treasury Means 
Date Bills 








Advances 


~ | Bank 
Public of 


Tender! Tap | Depts. | 


2210-0! 2626-6 




















297-8 | 14-8 
} j 
2210-0 | 2199-4] 386-3! ... 
» 19} 2210-0} 2267-0] 508-7 | 17: 
m 26) 2210-0) 2284-6) 411-4 | 2- 
Mar. 5} 2210-0) 2271-2] 433-1 |... 
» 12}2210-0| 2265-5] 414-0 | 13-0 
» 19) 2210-0] 2245-4) 430-5 | 12: 
» Sl) 4418-4 43-5) 0. 
Apr. 9} 2210-0 2221-4] 369-6 | 1-5 
» 15}2220-0/ 2221-1] 369-6 | 19-3 
w» 23) 2210-0 | 2236-2) 386-8 | -1°7 
» 302210-0, 2217-5) 393-4} 
' 
May 7} 2210-0) 2251-2] 331-6 | © 7- 
» 14}2210-0/| 2234-0] 336-5} 8 
» 21)2210-0| 2244-2) 322-8}... 


TREASURY BILLS 


(£ million) 

















Amount Average at 
Date of | od ae Allotted 
Tender \ at 





ment 
oy 
/o 


etn 
fered \Pplied Allotted 





170-0 | 294-5 | 170-0 





10 1:26 | 43 
170-0 | 278-7 | 170-0] 10 5-73 | 50 

» % | 170-0 | 278-2 | 170-0] 105-54 50 
Mar. 4] 170-0) 330-9] 170-0] 40 4-55 | 28 
w 31} 170-0 | 302-8 | 170-0] 10 $42 | 43 
” 48 | 170-0 | 271-3 | 170-0] 10 5-85 54 
” 95 | 170-0 | 307-7 | 170-0} 10 4-96 | 32 
Ap. 1 100-0} 284-0 170-0] 10 2-92 | 49 
» 8 | 170-0 288-5 | 170-0] 10 2-83 | 47 
oe 170-0 | 298-4! 170-0} 10 2-60 | 42 
” 92 | 170-0 | 299-0 | 170-0] 10 2-84 45 
" 29] 170-0| 301-9} 170-0] 10 5-44 | 43 
May 6 170-0 | 513-3 | 170-0] 10 5-22 | 39 
iit 170-0 | 302-0 | 170-0 10 5°53 44 
20 } 170-0 | 300-6 | 170-0! 10 5-56 45 


On May 20th applications for bills to be paid on Monday, 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 45 per cent of the amount applied for at 
{99 17s. 4d. and applications at higher prices were accepted 
im full. Applications for bills to be paid on Saturday 
were accepted at £99 17s. 5d. and above in full. £170 
million (maximum) of Treasury Bills are being offered 
for May 27th. For the week ended May 28th the banks 
will be asked for Treasury deposits to the amount of 
£40 million (maximum), {20 million at 5 months and 
#20 million at 6 months, 


NATIONAL SAVINGS 
(f thousand) 






ee Apr. I to 
May 15, | May 14, | May 14, 
1948 , 1949 1949 
























vings Certificates -— 


Receipes, sis r.aseseee- 2,400 | 15,600 
Repayments .....-..+-+- 15,250 
Net SavingS .......00.-- 
Defence Bonds :— 
Receipts. ...ceceeceeree- 
Repayments .....+.-+++- 
Net Savings .......++--- 
P.O. and Trustee Savings 
Banks :—- 
Receipts. cvs sesecsesles 12,492 | 12,779 | 88,667 
Repayments ......-++++- 12,384 | 13,001 | 83,313 


Net SavingS ....-+e+e-e+- 


Total Net Savings......-.. 5,692 
Interest on certificates repaid 3,050 
Interest accrued on savings 

ing invested ...... ! 16,671 


Taye 


BANK OF ENGLAND 
RETURNS 


May 25, 1949 


ISSUE DEPARTMENT 





£ } £ 
Notes Issued:~ Govt, Debt... 11,015,100 
In Circulation 1267,906,910 | Other . Govt. 
In Bankg. De- Securities ... 1288,269,431 
partment ., 32,340,923 | Other Secs... . 705,521 
: Com. (other 
than gold)... 9,948 
Amt. of Fid.———--———- 
wl Ga sss 55 1500,000,000 
Gold Coin and * 
Bullion {at 
172s. 3d, per 
oz. fine)..... 247,833 
1500, 247,833 1300, 247,835 


BANKING DEPARTMENT 


£ { £ 
Capital ...... 14,553,000 | Govt. Secs..., 357,643,941 
Rest....... ++ 3,392,336 | Other Secs.:--' 49,611,824 


Public Deps.:- 35,297,822 | Discounts and 
Public Accts* 11,981,953 Advances... 25,858,599 
-M. Securities.... 23,753,225 
Special Acct. 23,315,869 


Other Deps.:- 390,288,682 





Bankers..... 299,909,579 | Notes........ 32,340,923 
Other Acts... 90,379,103 | Coin... 2.0.25. 3,935,152 
445,531,840 443,531,840 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt cad Dividend Accounts. 


COMPARATIVE ANALYSIS 
(f milion) 


















ssue Dept, -— | j 
Notes im cireulation..... * M1276 -1 1273-6'1267-9 

Notes in banking depart- | | 
MUGS cs sansa cshseses 242) 26-7) 32+3 

Government debt and | | 
WOUND” co cecccsccne +41299- 3 1299-3,1299-3 
Other securities........- f OT) 607 07 
COE os stectccvedtaoude 0-2 O02 0-2 


Valued at s. per fine ot... 72/3| 172/3\ 172/3 





Banking Deft. :— i 

Deposits :— ' 
Public Accounts ........ 10- 22-1) 12-0 
Treasury Special Account . 0-7] 14-6 23-3 
Bankers ....-+.00ee08-- 8] 287-9, 292-5; 299-9 
Other8. « : oejeee. 86-8 88-3, 90-4 
obad 385-4, 407-5, 425-6 

‘ | 
Government...<¢....++«- +3 350-1, 349-8) 357-6 
Discounts, et¢,.......... -@ 18-8 20-6 25-9 
UE onc ba cnkh sys sand “26-0; 24-4 23-8 
WN «ti bd inca as ] 374-9, 394-8) 407-3 
Banking dept. res.......... 28-3; 30:7, 4-3 

% 3% 1% 

w WOE ons cakes te os Ty UTS USS 
















vernment dept is 2915, 100, caps 055,000. 
Fiduciary issue reduced from {1,350 million to £1,500 
million on March 4, 1948. 


GOLD AND SILVER 


The Bank of Eogend Official buying price for gold 
remained at.172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :— 





SILVER Gotp 


1949 | | 
London [New York! Bombay 
ounce|pe ounce|per 100 tol per tola 








Eine ana ian iS Mts Pan 
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TRADING OVERSEAS 


Are you shipping to Canada, or the 
West Indies ? Why not take advantage of this 
Bank’s complete facilities? Our first-hand 
knowledge of these markets is at your disposal. 


THE BANK OF NOVA SCOTIA 


108 Old Broad St., LONDON, E.C.2 





Over 340 Branches across. Canada, in Jamaica, Cuba, Puerto Rico, Dominican 
Republic, and London, England; an Agency in New York and Correspondents 
throughout the world. 


Fstablished in Canada in 1832 with Limited Liability. 


B. W. BLYDENSTEIN & CO. 


Established 1858 | 





BANKERS 








We specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, E.C.2 


(Re Rc tt RR TR A oe — TA AR 
( XFORD UNIVERSITY DELEGACY FOR SOCIAL TRAINING 
Summer Conference on Welfare Service in the Welfare State will 
be held at St. Hilda's range Oxford, from July 2nd-9th, for social 
workers in official and non-official agencies of all kinds. Inclusive cost, 
seven guineas. A number of bursaries are available. Application forms 
een ET, Delegacy for Social Training, 35, Beaumont Street, 
Oxford, | 


“+ UNIVERSITY COLLEGE OF THE GOLD COAST 

Applications are invited for Lectureships in 

ECONOMICS 
ECONOMIC HISTORY 
in the University College of the Gold Coast. 

Salary will be on a scale rising from £450 per annum (plus expatria- 
tion allowance of £150) by annual increments of £30 to £1,000 (plus 
expatriation allowance of £300), point of entry bores, determined by 
qualifications and experience. A family allowance of £50 per annum per | 
child up to a maximum of £150 per annum will also be paid. Super- 
annuation is on a similar basis to F-S.S.U. Partly furnished residential | 
accommodation is provided at a rent of not more than 10 per cent of 
salary. Free passages are provided for members of staff and wives 
appointment, normal retirement and annual vacation in the United 
Kingdom. 

Applications (six copies) with the names of three referees should be 
forwarded to the Secretary, inten ney Council for Higher Educa- 

: tion in the Colonies, 1, Gordon Square, London, W.C.1, from whom 
Pit further particulars may be obtained. Closing date June 13, 1949. 


CITY AND COUNTY OF BRISTOL 
EDUCATION DEPARTMENT 
Youth Employment Service 


Applications are inyited from suitably qualified men and women for 
the following posts:— 
(a) Youth Employment Officers—two posts—Salary in accordance 
with A.P.T. Grade V (£520-£570). 
(b) Senior Assistant Youth Employment Officers—two posts—Salary 
in accordance with A.P.T. Grade IV (£480-£525). 
(c) Junior Assistant Youth Employment Officers—two posts—Salary 
for men £395 x £15—£440; for women £316 x £12—£352. 
A University Degree or a Social Science Diploma will be regarded 
as a valuable qualification while for the senior posts experience im the 
¢ administration of a Choice of Empioyment Scheme is essential. 
rs Forms of application, obtainable by forwarding a stamped addressed 
Ped feolscap envelope to the Chief Education Officer, Council House, College 


a Green, Bristol 1, should be returned as soon as possible. 
eG [NTEBEST 38 per cent on Shares and 3 per cent on Deposits FREE of 
“ . EIRE INCOME TAX id or credited to account twice yearly.— 


; Particulars from PROVIDENT BUILDING SOCIETY, 3 St. Stephen's 
Green, Dublin. 


KS SALE—Economist 1947-1948 complete; ‘Records and Statistics 
1947 (less first three issues), 1948 complete. What offers?—Box 117. 


JPURSISHED accommodation in quiet, comfortable, service flat, 
Buckingham Gate; Double bedroom, sitting room, bath, telephone. 
£8 8s. per week.—Box 116. 


re grep eee 
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root or B.SC.ECON. 


The Londoo University B.Sc. Econ. Degree ts a valuable qualification for statistical research 
and weliare work m commerce and industry, and for teaching or administrative posts under 
Education authorities, etc The degree is open to all, without University residence. You 
may prepare for the three oxaminations at home under the experienced guidance of Wolsey 
Hatt (est 1894): moderate fees payable by iwstalments, if desired. 


Prospectus from Dept. Pi7, WOLSEY HALL, OXFORD 


~~ Pfinted if Great Britain by St. GLemenrs Paess, Liv. Portugal 
at 22 Ryder Street, St. James’s, Londen, S.W.1. Us. 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 
AUTHORISED CAPITAL dus ie vad ont ... £4,500,000 
CAPITAL FULLY PAID BY aus be of ... £2,400,000 
RESERVE FUND & BALANCE carried forward... ... €3,183,107 
DEPOSITS & CREDIT BALANCES 
as at 28th February, 1949... nad nis --- £94,056,630 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, w. 


REFUGE ASSURANCE COMPANY, LTD. 


Chiet Office. OXFORD STREET, MANCHESTER, : 
ANNUAL INCOME EXCEED> €18,000,000 
ASSETS EXCEED €107 000,000 
CLAIMS PAID EXCEED 4 198,000,000 
(1948 Accounts) 





ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTANTS 
APPOINTMENTS REGISTER 
Employers seeking the services of Certified Accountants are asked to 
write to the Secretary of the Association, 22, Bedford Square, London, 
W.C.1. (Telephone: Museum 5163.) 


AMERICAN FOREIGN AGENCY 
desired by 
Experienced Insurance (all lines). Fire, Marine, etc. Export-Import. 
Foreign constructions (bridges, railways, buildings, etc.). International 


Banking Service.—Alfred L. Cameron, 82 Liberty Street, New York 
City, U.S.A. 


CITY OF BIRMINGHAM EDUCATION COMMITTEE 

A vacancy exists on the staff of the Youth Employment and Welfare 
Department for an Assistant Organiser—Junior Grade. The duties wili 
be associated with the — work of the Department including giving 
vocational guidance and will also be directly concerned with the Youth 
Service. Candidates should hold definite ee in industrial 
psychology and experience in the use of vocational tests will be regarded 
as a valuable qualification. The salary will be £$20—£570. 

Forms of application may be obtained from the undersigned at the 
Youth Employment and Welfare Department, Education Office, Margaret 
Street, Birmingham 3. A stamped addressed foolscap envelope should 
be provided when application is made by post, Application forms 
should be returned within fourteen days of the appearance of this 
advertisement. 

Canvassing in any form will disquality. 

E. L. RUSSELL, Chief Education Officer. 


fTF.HE Boot and Shoe Manufacturers’ Federation, now at Kettering, 

Northants, but shortly returning to London, is the national trade 
organisation of the boot and shoe manufacturing industry. It invites 
applications for the appointment to the post of Assistant Director. The 
post affords full scope to an able man in yaried and interesting work 
and the appointment is intended to be for not less than 5 years. In 
selecting candidates for interview, consideration will be given to those 
offering a sound general education, experience in industry, academic or 
professional qualifications in accountancy, knowledge of statistics, and 
a good service record. Applicants should be between 25 and 35 years 
of age. Salary from £850. Apply by letter giving full particulars to 
the Director, Boot and Shoe Manufacturers’ Federation, Norwich Union 
Chambers, Kettering, Northants. 


A MANUFACTURING concern in Slough requires temporary assistance 
«i from a person who has had consultancy (or similar) experience for 
reviewing. and, where necessary, for assisting in reorganising the 
clerical procedures, It is expected that the task will take about six 
months. Generous remuneration will be given, Applicants should state 
when free and send full particulars of their career and details of work 
of this nature which they have carried out, to Managing Director, Box 
No. 398, Dorland, 18/20, Regent Street, S.W.1. 


DMINISTRATION and PERSONNEL MANAGER, 338, seeks appoint- 

X ment: last 24 years aviation engineering firm in charge Adminis- 

tration, Works and Canteen Committees; ears textile sales and 
production.—Write Box E120, L.P.E., 110 St. Martin’s Lane, W.C.2. 


{,CONOMICS/COMMERCE (Honours) graduate, ex-staff officer, seeks 

executive position or assistant secretaryship with industrial/ 
commercial concern. Experienced traffic and transport organisation; 
office and personnel panagemnenn: accounting (to final stage); statistics; 
aptitude for languages.—Box 125. ist 
ASHRIDGE —Course 27. June 24th-271th. Ways of Life in the 
<\ Modern World. British Way, Henry Strauss, K.C., M.P.; American 
Way, Benjamin Welles, London Correspondent, New York Times; 
Marxist Way, Douglas Hyde, Formerly Editor, The Daily Worker: 
Is a Synthesis Possible? John Boyd-Carpenter, M.P. Inciusive Fee : 
£3 10s.—Applications to Sec., Ashridge, Berkhamsted, Herts. : 
Little Gaddesden 3191. 


JESTIVAL OF BRITAIN. The Council of Industrial Design hows 
opened a 1951 Stock List to which they invite manufacturers to er 
photographs or drawings of their best products. Address to: St 
m Council of Industrial Design, Tilbury House, Petty France, London, 
EW ENGLISH ART CLUB Spring Exhibition at ROYAL INSTITUTE 
GALLERIES, 195, Piccadilly. 10-5 (Sundays 2-5). Closing 


‘St, Kingsway, London, W.C.2. Published weekly by Tue Economist Newsparsr, Lr. 
Representative: R. S. Farley, 111, Broadway, New York, 6.—Saturday, May 28, 1949. 
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